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MAGNIA  7000  SERIES 


A  true  enterprise 
class  server  that 
provides  exceptional 
performance, 
reliability  and 
manageability. 

Intel®  Pentium*II  Xeon'“  processor,  400MHz  or^fpOMHz^ 

Quad  processing  capable,  one  (1)  processor  standard 

512KB,  1MB  or  2MB  internal  second  level  ECC  cache 

256MB  buffered  ECC  EDO  DRAM  (4GB  max)^f‘~ 
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(one  fll  occupied  with  CD-ROM),  six  (6)  3.5”  hot-swap 
SCA  bays  with  1”  height  support.  Optional  second  cage 
supports  six  (6)  additional  1”  hot-swap  drive  bays.  All 
hot-swap  drive  bays  support  ultra2-wide  SCSI-3  (LVDS) 
specification 

54GB  using  9GB  1”  devices  or  108GB  with  optional 
second  hot-swap  cage 

Seven  (7)  total:  six  (6)  32-bit  PCI  slots,  one  (1)  PCI/ISA 
shared,  one  (1)  PCI  slot  occupied  with  network  interface 
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ON  THE  COVER  Stratos  CEO  Derrick  Rowe 
and  VP  of  Technology  John  Mackey  keep  the 
channels  of  communication  open  when  it 
comes  to  merging  IT  operations. 
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LEADING  CHANGE  A  determined  leader  and  a  few  crazy 
years  remake  the  money-maker.  By  Carol  Hildebrand 

Cube  Stakes 

THE  NEW  WORKSPACE  While  CFOs  cheer  potential 
ROI  from  alternative  office  schemes,  displaced  cube 
dwellers  may  be  less  sanguine.  Here’s  how  to  reconcile 
them  to  the  new  workplace  order.  By  Daintry  Duffy 
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Secrets  of  the  Merger  Monsters 

COVER  STORY:  MERGERS  &  ACQUISITIONS  To  stitch 
businesses  together  for  profit,  IT  resources  must  be 
valued  correctly.  By  Perry  Glasser 
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TECHNOLOGY  EDUCATION  Hold  your  own  in  a 
blizzard  of  buzzwords!  Simulate  a  depth  of  knowledge 
that  others  can  only  pretend  to  possess!  By  Todd  Datz 
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WHEN  IT  COMES  to  building  and 
managing  your  complex  networks, 
do  what  more  than  half  of  the 
Fortune  100  do:  call  International 
Network  Services. 

In  just  eight  years,  we've  grown 
from  a  small  startup  into  the  lead¬ 
ing  provider  of  enterprise  network 
consulting  and  software  solutions, 
with  over  1200  engineers  and  con¬ 
sultants  dedicated  to  transforming 


networks  into  strategic  business 
resources. 

In  fact,  Yankee  Group  and 
Upside  Magazine  recently  named 
INS  as  the  top  consulting  compa¬ 
ny  in  high  technology,  selecting  us 
over  140  other  firms.  The  reason 
for  our  success  is  simple:  we  treat 
each  client’s  network  as  if  it  were 
our  own.  We  have  no  vendor  bias; 
our  decisions  are  based  solely  on 
what’s  best  for  your  business. 


Our  experience  with  thousands 
of  complex  networks  around  the 
world- combined  with  the  indus¬ 
try's  largest  database  of  network 
solutions  -  makes  us  uniquely 
qualified  to  assist  you. 

So  put  an  8  year-old  to  work 
on  your  network  and  see  what  a 
little  youthful  energy  can  do  for 
your  business. 

(888)  INS-8100  www.ins.com 
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A  bottleneck  is  a  bottleneck.  And  a  SAN  solution 


that  doesn't  make  infolmation  access  easy,  isn't 


very  srrirl  That's  whl  StorageTek's  SAN  solutions 


have  intelligence  Built  right  in  to  the  network. 


Our  Virtual  Intelligent  Storage  Architecture  (VISTA) 


guarantees  you  an  open,  intelligent  and  integrated ” 


SAN.  One  that  makes  getting  information  out  as 
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Grow  Your  Own  Consultants 

INTELLECTUAL  CAPITALISM  Using  in-house  consultants 
helps  retain  all  the  intellectual  capital  a  project  generates. 
But  beware:  Many  of  these  efforts  fail. 

By  Rick  Swanborg  and  Bob  Reck 
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IT  is  changing  baseball  from  a  game  of 
intuition  and  heart  into  one  of 
research  and  analysis. 

I.T. /BUSINESS  ALIGNMENT  By 

rescuing  the  procedures  that  govern 
your  business  from  the  dark  recesses 
of  code,  the  disconnect  between  IT 
and  business  could  finally  be  healed. 

ENTERPRISE  RESOURCE  PLANNING 

Four  strategies  for  making  bolt-on 
integration  work. 


l6 


Plugged  In 


Two  for  the  Road  •  IT  Prognostications  •  (Your  Boss) 
Heard  It  Through  the  Grapevine  •  “Here’s  Me  Playing  Air 
Guitar”  •  Farewell  Spring 
Break,  Hello  Coffee  Break  • 

Bad  Software  Code? 


Index 


EXECUTIVE  COUNSEL  Sure  the  new 
generation  of  workers  is  different. 
That’s  why  they’re  good  for  business. 

GIGA  VIEW  The  future  under  your 
fingertips. 
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ReuCaution 


erge  Ahead 


Depending  on  the  source 
you  consult,  the  total  merger 
and  acquisition  price  tag  for  the 
United  States  in  1998  was  somewhere 
between  $1.7  trillion  and  $2.4  trillion. 

That’s  a  30-fold  increase  over  the  total 
M&A  activity  in  1968.  It’s  roughly  five 
times  greater  than  the  entire  economy 
of  Turkey  and  50  percent  more  than  the 
gross  national  product  of  France. 

Remember,  M&A  dollar  figures  represent  no  new  products,  no  break¬ 
through  processes,  no  economic  expansion  and  no  growth;  the  figures 
indicate  change  only  in  management  and  ownership.  So  when  the 
financial  pages  toss  off  numbers  that  would’ve  impressed  Carl  Sagan, 
you  want  to  ask,  What  the  heck  is  going  on? 

In  the  late  1960s,  mergers  were  about  diversification.  In  theory,  if 
one  line  of  business  experienced  hard  times,  the  others  under  the  same 
corporate  tent  might  be  doing  well  enough  to  guarantee  a  constant 
revenue  stream  to  shareholders.  Conglomerates  combined  manufac¬ 
turing  housewares  with  luggage  and  cattle  and  perfume  and  con¬ 
tainerized  shipping  and  finance.  If  you  asked  an 
exec  what  the  core  competency  of  an  organization 
was,  you’d  get  a  puzzled  look  and  an  answer  that 
roughly  meant,  “We  make  money,  bozo.” 

But  we  live  in  a  changed  world.  A  generation 
later,  the  three  leading  drivers  for  mergers  are  the 
globalization  of  business,  the  greater  efficiencies 
made  possible  by  information  technology  and 
the  emerging  markets. 

The  highest-stakes  game  in  town  draws  execu¬ 
tives  with  nerves  as  steady  as  a  riverboat  gam¬ 
bler’s.  But  despite  the  surge  in  M&A  activity,  the 
fact  remains  that  80  percent  of  all  acquisitions 
fail  to  recapture  the  projected  costs  of  merging 
in  fewer  than  five  to  seven  years,  if  ever.  And 
losses  can  be  catastrophic.  For  example,  in 
1994  Novell  Inc.  bought  WordPerfect  for 
approximately  $1.4  billion  in  cash  and  stocks 
and  18  months  later  sold  the  business  to  Corel  Corp.  for 
$158  million.  That’s  a  loss  of  almost  90  cents  on  every  dollar.  Ouch. 

Whether  you  call  it  consolidation  or  shakeout,  the  contemporary 
business  environment  has  all  the  ambiance  of  a  shark  tank  at  feeding 
time.  This  is  no  place  to  be  treading  water.  Our  cover  story,  “Secrets 
of  the  Merger  Monsters”  (Page  32),  will  give  you  the  buoyancy  and 
power  you  need  to  swim  ahead  of  the  pack. 


glasser@cio.com 


Today’s  business 
environment  has 
all  the  ambiance 
of  a  shark  tank  at 
feeding  time. 
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speed  only;  other  factors  may  also  affect  application  performance.  PCs  in  this  ad  include  an  operating  system.  IBM  product  names  are  trademarks 
of  International  Business  Machines  Corporation.  Wake  on  LAN  is  a  product  of  IBM/Intel  Advanced  Manageability  Alliance  and  is  a  trademark  of 
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limit  12,000  per  customer 


PC  300GL  % 


(©e-business  tools 


from 

$1,135* 


Pentium*  II  processor  350  mhz 
up  to  64mb  sdram,  up  to  8.4gb 
hard  drive,  4  slots,  4  bays 


Customizable  System Xtra™  More  is  definitely  better.  And  affordable,  even  after  you  buy.  Cost-saving, 
financing,  service,  support  standards-based  management  features,  like  Wake  on  LAN?*  allow  you 
and  training  options.  to  easily  integrate  truckloads  of  IBM  PC  300GLs  into  your  enterprise. 

www.ibm.com/ibmpc  or  call  1  800  IBM  7255,  ext.  5030. 
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In  My  Opinion 


On  Our  Web  Site 


The  goal  of  enter¬ 
prise  computing  in 
2000  and  beyond  is 
to  safely  enable 
worldwide  access 
to  corporate  data. 


I  RECENTLY  SPOKE  WITH  SCOTT 
McNealy,  chairman,  president  and 
CEO  of  Sun  Microsystems  Inc., 
about  the  future  of  computing.  We 
agree  that  today  we  are  dealing  with  an 
outmoded  computing  model  designed 
over  30  years  ago,  well  before  the  age 
of  the  Internet. 

Upon  examination,  the  stated  goals 
for  Windows  2000  are  similar  to  those 
for  OS/390.  It  is  not  surprising  that 
OS/390  is  alive  and  well  today.  Naturally 

there  have  been  many  changes  and  enhancements  over  the  years,  but 
OS/390  still  has  the  basic  MVS  architecture.  The  fact  that  MVS  is 
still  so  pervasive  is  testimony  to  how  little  things  have  changed. 

The  exception  has  been  the  advent  of  the  personal  computer.  In 
the  beginning,  when  PCs  were  personal,  CIOs  expressed  annoy¬ 
ance  over  their  existence  more  than 
anything.  But  as  PCs  became  corporate 
desktops  and  integral  parts  of  mission- 
critical  systems,  the  challenge  of  develop¬ 
ing  and  managing  applications  across  the 
network  came  to  dominate  the  budgets 
and  attention  of  all  CIOs.  The  challenge 
of  personal  computers  as  corporate 
[  desktops  is  not  practical  in  the  current 
architecture. 

The  goal  of  enterprise  computing  in 
2000  and  beyond  is  to  safely  enable 
worldwide  access  to  corporate  data 
and  applications  by  any  authorized 
user,  regardless  of  the  access  device. 
This  vision  is  an  enterprise  computing 
environment  that  is  more  powerful 
and  more  efficient  than  the  model  in  use  today. 

In  future  enterprises,  customers,  suppliers,  partners,  employees 
and  other  stakeholders  visualize  one  seamless  electronic  environ¬ 
ment,  differentiated  only  by  access  rights.  All  applications  would 
operate  safely  within  and  across  firewalls,  including  those  accessed 
from  the  Internet. 

CIOs  must  focus  on  developing  an  integrated  set  of  technologies 
that  provide  the  business  flexibility  to  react  quickly  to  market  con¬ 
ditions  and  end-user  needs.  The  technologies  must  also  maximize 
group  empowerment,  accelerating  decision  making  and  optimiz¬ 
ing  collaboration  with  universal  information  exchange. 


Joseph  L.  Levy 

P  "sident,  CEO  and  Group  Publisher 
jit  y@cio.com 


cio.com 

http://www.cio.com 


Merger  Advice 

Have  a  question  about  managing 
IT  during  a  merger  or  acquisition? 
You  can  pose  it  to  Virginia  Reck, 
senior  partner  of  Kendall 
Consulting  Group.  From  now  until 
April  30,  Reck  will  be  available  at 
osktheexpert@cio.com  to  offer 
advice  on  surviving  a  merger 
or  acquisition.  For  in-depth 
coverage  of  the  topic,  turn  to 
Page  32  of  this  section. 

Read  It  Online 

The  complete  versions  of  our 
articles  are  now  available  on  the 
CIO  Enterprise  home  page. 
enterprise,  cio.  com 

Become  the  Expert 

The  CIO  ConsultWare  Series 
offers  various  research  tools  that 
cover  IT  standards,  strategy  and 
the  Internet.  Sample  our  products 
or  order  them  online. 
www.  cio.  com/consultware/ 
alt_to_consult.html 


How  to  Reach  Us 

E-mail:  letters@cio.com 
Phone:  508  872-0080 
Fax:  508879-7784 

Address:  CIO  Communications  Inc., 
492  Old  Connecticut  Path,  P.0.  Box 
9208,  Framingham,  MA  01701-9208 

WebSite:  www.cio.com 

Subscriber  Services:  800788-4605; 
Fax:  508  879-7899; 

E-mail:  denisep@cio.com 

Reprints:  Reprints  are  available  by 
calling  508  935-4539- 
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The  Acxiom®  Data  Network. 

An  innovation  that  will  revolutionize  the  way  you  work. 

The  Acxiom  Data  Network  (ADN)  provides  on-line,  real-time  access  to  Acxiom's  consumer,  business, 
property  and  telephone  data  products. 

ADN's  timely,  accurate  data  will  give  your  line-of-business  users  a  complete  picture  of  your  customers. 
Which  will  make  them  better  appreciate  what  the  IT  function  can  add  to  the  bottom  line. 

ADN  gives  you  instant  access  to  Acxiom's  legendary  InfoBase™  data  via  the  Internet  or  private  networks. 
All  for  as  little  as  $59.95. 

So  look  for  the  ADN  symbol.  It's  your  sign  that  the  single  best  source  for  consumer  data  is  a  double  click  away. 

ACXIOM 

L)ata  Network' 

Data  on  Demand 

www.acxiom.com/adn 

Call  1-888-459-DATA  today  for  information 
on  subscribing  to  the  Acxiom  Data  Network. 


It  looks  like  a  storage  solution 


to  a  storage  problem. 


■Vl  999  3Com  Corporation.  All  rights  reserved.  Commit  3Com  Corporation  for  expected  availability  date.  3Com  ami  the  H  om  logo  areSegisti  ■  4 

and  More  connected,  and  StorageConneci  are  trademarks  ol  3Com  Corporation.  # 


Now  there’s  a  better  way  to  manage 
your  data  storage.  It’s  called  the 
StorageConnect™  solution  from  3Com? 

We’re  taking 
everything 
we  know  about  networking,  and 
collaborating  with  the  best  players 
in  the  storage  field.  The  result  is 
truly  interoperable  SAN  solutions  for 
mission-critical  server  applications 
across  multiple  platforms.  To  learn 
why  the  best  solution  to  your 
storage  problem  is  a  network,  visit 
www.3com.com/san/cio  and  get  a 
free  SAN  Solution  CD. 

INTRODUCING  STORAGE  AREA 
NETWORKING  FROM  3COM 


More  connected.' 
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O-Pairs 


Two  for  the  Road 


IKE  A  TIGHTFISTED  FATHER 
with  a  spendthrift  child,  busi¬ 
ness  executives  frequently  have 
an  uneasy  relationship  with  IS 
departments.  At  best,  the  flaws  in 
this  often-tenuous  partnership  pro¬ 
duce  occasional  sparks  at  budget 
time.  At  worst,  a  poor  working 
relationship  can  lead  to  expensive 
project  failures  and  acrimony. 

At  Schneider  National  Inc. 

(SNI),  the  nation’s  largest  truckload  car¬ 
rier,  executives  had  an  appreciation  for  technology,  but  they 
didn’t  always  understand  the  purpose  and  the  cost  behind  it,  which  led 
to  some  frustration  over  IT  expenditures.  In  January  1997  President 
Donald  Schneider  and  Chief  Technology  Officer  Christopher 

Lofgren  formed  an  IT 


Survey  Says 


Schneider  National 
President  Donald  Schneider 
and  CIO  Christopher  Lofgren 
credit  their  IT  steering 
committee  with  smoothing 
IS-business  relations. 


IT  Prognostications 

A  survey  of  high-tech  executives 


How  frequently  must  you  update 
your  technology  to  retain  your 
competitive  edge? 

Semiannually 


Did  not  respond 
11% 


Looking  ahead  over  the  next  year,  do 
you  expect  IS’s  share  of  the  operating 
budget  to  increase,  decrease  or  stay 
the  same? 


Stay  the 
same 


annually 

27% 


steering  committee  with  the 
hope  that  it  would  more 
closely  knit  the  interests  of 
the  business  and  IS  groups. 

The  team  is  composed  of  four  business  unit  vice  presi¬ 
dents,  two  IS  vice  presidents,  the  corporate  treasurer  and 
the  transportation  controller.  They  meet  weekly  to  update 
one  another  on  current  undertakings  and  to  discuss  the 
business  value  of  new  IT  projects  and  what  IT  investments 
might  be  needed  in  the  future. 

One  successful  project  that  had  its  origins  in  the  commit¬ 
tee  was  the  company’s  Internet  track  and  trace  system, 
which  allows  customers  to  go  online  and  check  the  location 
and  status  of  their  freight.  From  the  outset,  the  committee 
helped  SNI  understand  what  the  tension  points  would  be 
during  the  implementation  process,  and  the  project  ran 
more  smoothly  as  a  result. 

Schneider  says  there’s  a  two-way  education  process  that 
takes  place  in  the  committee.  Business  people  learn  what 
technology  can  do  for  the  enterprise,  and  the  “technical 
people  are  educated  on  what  pays  off  and  what  doesn’t.... 
There’s  nothing  more  frustrating  than  working  hours  and 


SOURCE:  PRICEWATERHOUSECOOPER'S  TECHNOLOGY  BAROMETER  REPORT,  FEBRUARY  1999 
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INVEST  IN  WHAT  YOU  KNOW 


Business-to-business 
e-commerce  revenues  are 

projected  to  reach  $326  billion  in 
2002,  up  from  $8  billion  in  1997  - 

an  increase  of  Over  3900%. 

[  Ever  think  what  that  could  mean  for  you?  ] 

FIDELITY  SELECT  TECHNOLOGY  PORTFOLIOS 


Business  Services 
&  Outsourcing 

Computers 

Developing 

Communications 

Electronics 

Software  &  Computer 
Services 

Technology 


ONE  YEAR 

FIVE  YEAR 

TEN  YEAR/LIFE 

N/A 

N/A 

N/A 

90.41 % 

35.63% 

28.13% 

62.57% 

21.69% 

23.49* 

46.51 % 

36.14% 

29.27% 

41 .32% 

23.79% 

24.04% 

68.86% 

28.10% 

25.79% 

RETURNS  AS  OF  12/31/98.  PAST  PERFORMANCE  IS  NO  GUARANTEE  OF  FUTURE  RESULTS.3 


If  you  follow  developments  in  technology  and  understand  the 
industry  fundamentals  —  which  is  more  than  just  watching 
stock  prices  —  you  may  want  to  consider  using  this  knowledge  to 
benefit  your  investment  portfolio.  How?  By  working  with  Fidelity 
Investments.  Our  industry  analysts  have  demonstrated  an  ability  to  uncover 
technology  stocks  with  great  potential.  Just  keep  in  mind  that  stocks  in  a  sector  fund  tend  to 
move  the  same  way  and  typically  exhibit  higher  volatility  than  broadly 
diversified  mutual  funds.  So  if  you  understand  the  potential  that  lies  in  Fidelity 

technology  —  work  with  Fidelity.  To  invest  in  what  you  know. 


investments « 


8  0  0 


WHERE  15  MILLION  INVESTORS  PUT  THEIR  TRUST. 


FIDELITY 


OR  VISIT  WWW.FIDELITY.COM  FOR  FUND  PROSPECTUS 

For  more  complete  information  on  any  Fidelity  fund,  including  charges  and  expenses,  call  for  a  free  prospectus  or  download  one  at  fidelity.com.  Please  read  it  carefully 
before  you  invest  or  send  money.  TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.-9  p.m.  ET. 

‘U.S.  Dept,  of  Commerce  “The  Emerging  Digital  Economy,”  1998  2Life  of  fund  is  as  of  inception  date:  6/29/90.  ’Average  annual  total  returns  include  changes  in  share  price, 
reinvestment  of  dividends  and  capital  gains,  and  each  fund’s  3.00%  sales  charge  and  trading  fee.  Share  price  and  return  will  vary  and  you  may  have  a  gain  or  loss  when  you  sell 
your  shares.  All  Select  equity  portfolios  have  a  $7.50  exchange  fee  and  a  0.75%  short-term  trading  fee  on  shares  held  29  days  or  less.  On  shares  held  30  days  or  more,  the  trading 
fee  is  the  lesser  of  $7.50  or  0.75%.  Fidelity  Distributors  Corporation.  71919 


Plugged  In 


hours  and  then  finding  out 
that  [the  technology]  is  not 
all  that  useful.” 

This  new  business  and  IS 
alignment  has  paid  off  for 
SNI.  In  fact,  the  Green  Bay, 
Wis. -based  company  won’t 
commit  money  to  an  IT 
project  unless  there  is  a 
sponsor  from  the  business 
side  to  ensure  that  business 
process  changes  are  made  to 
support  that  project. 

Perhaps  the  most  impor¬ 
tant  benefit  of  the  close  rela¬ 
tionship  between  SNI’s  busi¬ 
ness  and  IS  groups  is  that 
good  technology  decisions 
translate  into  good  cus¬ 
tomer  relations.  Schneider 
recounts  a  story  in  which  he 
was  enthusiastically  describ¬ 
ing  to  a  client  the  company’s 
new  global  satellite  posi¬ 
tioning  system  and  how 
much  shipping  time  it 
would  save  the  client. 
Schneider  says,  “His  com¬ 
ment  was,  ‘Don,  let  me  tell 
you  this,  if  it  improves  our 
on-time  results,  I  don’t  care 
if  you  use  carrier  pigeons.’” 


-Daintry  Duffy 
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Executive  Recruiting 

(Your  Boss) 
Heard  It 
Through  the 
Grapevine 

Ah,  the  wonders  of  the  web. 

The  once  opaque  market  in 
high-paying  executive  posi¬ 
tions  has  turned  nearly  as  dear  as  a 
crystal  lake,  now  that  both  recruiters 
and  employers  are  flocking  online. 

Without  a  great  deal  of  effort  or  much  Net 
know-how,  an  executive  can  find  job  post¬ 
ings  offering  six-figure  salaries  for  middle 
and  senior  positions  at  major  U.S.  compa¬ 
nies.  But  is  it  safe  to  reply? 

Privacy  is  the  big  question  for  job 
searchers.  Going  to  an  online  headhunter 
might  mean  tipping  off  your  employer,  if 
your  employer  happens  to  come  across 
your  electronic  resume.  Similarly,  privacy 
is  an  issue  for  the  companies  that  recruit 
online.  Advertising  job  openings  could 
mean  alerting  your  competitors  to  your 
business  plans. 

“In  the  infancy  of  the  Internet,  there  are 
a  lot  of  things  that  people  in  their  naivete 
aren’t  aware  of.  Companies  are  racing 
to  put  out  information  [about  their  job 
needs],”  says  Richard  Johnson, 
an  executive  recruiter  for  15  years 
before  founding  HotJobs.com  Ltd.  in  New 
York  City,  a  company  that  offers  an  online 
employment  site.  When  a  company  posts  a 
job  calling  for  specific  technology  skills,  it 
can  be  a  giveaway  for 
anyone  trying  to  find 
out  what  the  compa¬ 
ny’s  latest  project 
is,  he  explains. 

“You  should  be 
careful  what  HR 
departments  are 
writing  [in  job  descrip¬ 
tions],”  he  adds. 

To  avoid  privacy 
problems,  Johnson 


says  that  some  company  recruiters  and 
job-hunting  executives  are  staying  offline. 
Johnson’s  company,  whose  business  is 
based  on  controlled  access  to  postings  for 
both  the  employers  and  job  seekers,  offers 
another  solution.  Executives  who  go  to 
HotJobs.com  post  their  resumes  on  their 
own  individual  home  pages,  which  they 
can  designate  as  open  access  or  restricted 
to  companies  that  have  signed  up  to 
recruit  via  the  Hotjobs  site.  Job  hunters  can 
also  choose  to  block  up  to  20  companies 
from  seeing  their  home  pages,  and  they 
can  get  a  heads-up  e-mail  if  their  own 
employer  signs  up  with  Hotjobs. 

Since  most  young  college  grads  are 
willing  to  tell  the  world  about  their  job 
search,  the  challenge  in  the  online  recruit¬ 
ing  market  is  to  lure  senior  job  hunters. 

The  protected  resume  feature  helps.  About 
20  percent  of  Hotjobs’  226,500  job  seekers 
earn  more  than  $100,000  at  their  current 
jobs  (as  of  January  1999).  Chad  Theule, 
manager  of  recruitment  technology  for 
Lucent  Technologies  Inc.  in  Murray  Hill, 
N.J.,  says,  “We’re  findingthe  Web  to  be  a 
source  for  jobs  that  six  months  ago  we 
thought  had  no  business  being  on  the 
Web— director-  and  vice  president-level 
jobs  with  salaries  of  $150,000  and  up.” 

So  go  ahead,  tell  human  resources 
about  this  new  recruiting  opportunity.  Just 
tell  them  how  happy  you  are  at  your  cur¬ 
rent  job  too. 

-Gary  Abramson 
http://enterprise.cio.com 
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FULL*CYCLE 

TM 

Detect+Resolve  from 
SERENA  Software  is  a 
sophisticated  problem-resolution 
tool  that  can  mean  substantial 
savings  for  your  company.  Learn 
more  about  Detect+Resolve.  Our 
FREE  Demo  explains  in  detail 
how  the  product  works  and 
what  it  can  do  for  your 
company. 


Reduce  your  support  cost  with 


soft  wav  problems? 


SERENA  FULL.CYCLE  Detect+Resolve 
the  desktop  software  configuration  problem  solver. 


we’ve  got  proof! 


Now  through  June  30,  1999, 
receive  a  special  introductory 
offer  on  Detect+Resolve. 
To  request  your  Free  Demo  visit 
www.serena.com  or  call 
1.800.457.3736  ext.  575  today. 


sercna 


SERENA  SOFTWARE,  INC. 
500  Airport  Blvd.  2nd  Floor 
Burlingame,  CA  94010-1904 


999  SERENA  Software,  Inc.  All  rights  reserved. 

tect+Resolve  and  FULL.CYCLE  are  trademarks  of  SERENA  Software,  Inc. 


www. serena  .com 

ii 

1 


HARDWARE 


SOFTWARE. 


Clean,  dependable  power  is  an  increasingly 
critical  part  of  the  information  technology  system. 
Luckily,  there  is  a  power  management  and  power 
protection  solution  that  ensures  the  availability  of 
your  essential  systems. 

Introducing  Powerware.  It's  not  just  our  name; 
it's  what  we  do.  And  we  do  it  better  than  anyone  else. 


Powerware  (formerly  Exide  Electronics)  is  a 
global  leader  in  providing  total  UPS  solutions 
for  every  hardware  and  software  application,  from 
the  largest  enterprise-wide  networks  to  desktop 
computers.  Powerware  products  are  backed  by  the 
most  advanced  software,  giving  you  unmatched 
control  and  predictability.  And  only  Powerware 


provides  unsurpassed  on-site  service  and  support. 

Today,  Powerware  takes  its  place  beside  software 
and  hardware.  Because  ensuring  reliable  power  is  as 
crucial  as  the  technology  it  serves. 

To  learn  more  about  how  to  keep  your  systems 
up  and  running,  call  us  at  800-554-3448.  Or  visit  our 
Web  site  at  www.powerware.com. 


Formerly  Exide  Electronics 


POWERWARE 

POWERING  THE  WORLD 
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Comic  Relief 


“Harris,  we  volunteered  you  for  the  next  60  Minutes  expose. 


^  Multimedia  Messaging 

“Here’s  Me  Playing  Air 
Guitar” 

IN  1998,  500  MILLION  TEXT-BASED  PERSONAL  E-MAIL  MESSAGES 
were  sent  each  day,  five  times  the  daily  average  of  100  million 
messages  in  1996,  according  to  Forrester  Research  Inc.  The 


Farewell  Spring 
Break,  Hello 
Coffee  Break 

COLLEGE  SENIORS  DEBATING 
whether  to  look  for  a  job  or 
take  a  postgraduation  hiatus 
might  want  to  consider  the  following: 
Employers  are  forecasting  a  10  percent 
increase  in  the  number  of  job  opportu¬ 
nities  for  the  class  of  ’99. 

The  National  Association  of 
Colleges  and  Employers  (NACE) 
released  findings  from  its  annual  Job 
Outlook  survey,  which  was  sent  to 
hundreds  of  its  employer  members’ 
human  resources  departments.  And 
respondents  were  bullish  about  this 
year’s  job  market.  According  to  the 


Projected  number  of  hires  by  industry  group 

NUMBER  OF  HIRES 

INDUSTRY 

97.98* 

98-99** 

%  CHANGE 

Service 

27.535 

33,218 

20.6 

Manufacturing 

17,777 

16,715 

-6.0 

Government/Nonprofit 

4,628 

5,186 

12.1 

Total 

49,940 

•ACTUAL 

55.H9 

••PROJECTED 

IO.4 

NOTE:  NACE  CLASSIFIES  ALL  ITS  MEMBER  EMPLOYERS  IN  THESE  THREE  INDUSTRIES. 

SOURCE:  )OB  OUTLOOK  '99,  NATIONAL  ASSOCIATION  OF  COLLEGES  AND  EMPLOYERS 

results,  55  percent  of  employers  sur¬ 
veyed  plan  to  hire  more  new  graduates 
this  year  than  they  did  last  year.  Only 
8  percent  said  they  are  cutting  back 
hiring  this  year.  Service-sector  employ¬ 
ers,  such  as  financial  service  companies 
and  computer  software  and  consulting 
firms,  projected  a  21  percent  increase 
in  their  new  college  hires,  the  highest 
of  the  industry  groups  surveyed.  (See 
chart  above.) 

As  one  might  expect,  the  employers 
surveyed  are  most  interested  in  gradu¬ 
ates  with  computer  science,  informa¬ 
tion  science  and  management  informa¬ 
tion  systems  degrees.  And  salaries  for 
graduates  in  those  fields  are  projected 
to  start  at  over  $40,000  a  year — which 
should  help  cushion  their  transition 
into  the  real  world.  ■ 


Cambridge,  Mass.-based  research  firm  predicts  that  by  2002, 1.5  billion  personal 
e-mail  messages  will  flood  the  Internet  every  day.  And  of  these  1.5  billion  e-mails, 
at  least  25  percent  will  contain  some  form  of  multimedia  enhancement,  such  as 
graphics,  audio  or  video. 

Tony  Levitan,  co-founder  and  president  of  E-greetings  Network 
{www.egreetings.com),  believes  that  the  evolution  of  e-mail  from  a  unidimen¬ 
sional  to  a  multidimensional  messaging  medium  is  inevitable,  as  users  seek  ways 
to  personalize  their  correspondence  and  communicate  their  feelings  more  clearly. 
His  company  sends  electronic  greeting  cards  (more  than  8  million  last  year),  many 
of  them  multimedia-enhanced.  Accordingto  Levitan,  text-based  e-mails  are  emo¬ 
tionally  inadequate.  As  evidence,  he  points  to  the  ubiquitous  use  of  silly  emoti¬ 
cons,  such  as  the  sideways  smiley  face—  : )  —to  convey  the  tone  of  messages. 

Microsoft  Corp.’s  Outlook  Express  and  Banyan  Systems  Inc.’s  BeyondMail  are 
two  messaging  software  packages  that  convert  text  to  voice  and  allow  users  to  view 
images  without  opening  other  applications— great  news  for  you  highly  expressive 
types  out  there  and  for  those  sick—  :  ( —of  emoticons  dotting  your  e-mails.  ■ 


http://enterprise.cio.com 
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©  1999  Ricoh  Corporation 


hot  water  ►  ► 


ItICOH 

Image  Communication 


When  things  heat  up,  you 


know 


that's  the  true  test  for  any  digital  solution.  The  Aficio  line  of 


integrated  digital  imaging  systems  is  more  likely  to  meet  your  company's  needs  than  any  other. 


Plugged  In 


Political  Scene 


Bad  Software 
Code? 


WITH  JUICY  STORIES  ABOUT 
public  trust  and  antitrust 
dominating  the  news 
recently,  it’s  been  easy  to  overlook 
the  decidedly  unsexy  but 
extremely  important  revisions  to 
the  Uniform  Commercial  Code 
(UCC)  Article  2B  currently  being 
contemplated.  The  UCC  is  a  set  of 
guidelines  used  by  states  to  draft 
laws  governing  product  man¬ 
ufacturers’  liability  and 
responsibility  for  goods 
like  toasters  and 
washing  machines. 

Since  1993  a 
group  of 
lawyers  has 
been  trying  to 
revise  the  UCC  to 
extend  coverage  to 
such  information- 
based  products  as 
software,  databases 
and  computer-based 
services  like  airline  ticket¬ 
ing — that  is,  intangible  goods.  The  group’s 
goal  is  to  improve  the  existing  guidelines  to  better 
reflect  the  realities  of  the  electronic  age.  But,  accord¬ 
ing  to  critics,  if  the  2B  revisions  are  passed  as  they 
stand  today,  vendors  that  sell  information-based 
products  would  gain  an  unfair  advantage. 

Perhaps  the  most  troubling  element  in  the  draft  is 
the  self-help  right  of  vendors.  If  a  software  vendor 
decides  that  a  customer  breached  its  contract,  the  ven¬ 
dor  could  unilaterally  decide  to  “help  itself”  by  elec¬ 
tronically  disabling  the  customer’s  offending — and 
potentially  mission-critical — software  application. 


In  Their  Own  Words 

‘You  all  aren’t  as  lucky  as  me. 

I’m  a  tenured  professor.” 

-F.  WARREN  MCFARLAN,  HARVARD  BUSINESS  SCHOOL  PROFESSOR, 
SPEAKING  TO  AN  AUDIENCE  OF  CIOS  AT  CIO  MAGAZINE’S  ENTERPRISE 

VALUE  AWARDS  CONFERENCE  IN  FEBRUARY  1999 


Though  it’s  unlikely  many  vendors  would 
ever  take  such  a  drastic  measure  (can  you  see 
a  vendor  PR  department  spinning  that 
one?),  it  may  still  raise  some  companies’ 
eyebrows.  Another  problem  with  the 
draft  is  the  perfect  tender  law,  which  frees 
vendors  from  responsibility  for  snafus  in  their  prod¬ 
ucts  as  long  as  the  product  is  mostly  right,  says  Susan 
Nycum,  an  international  partner  in  the  law  office  of 
Baker  &  McKenzie  in  Palo  Alto,  Calif.,  which  repre¬ 
sents  the  Society  for  Information  Management  Inter¬ 
national  (SIM)  in  Chicago.  Finally,  under 
the  proposed  revision,  companies  will 
be  seriously  hindered  in  their  ability 
to  conveniently  sue  vendors 
because  they  will  have  to  do  so  in 
the  state  the  vendor  chooses. 

Since  CIO  last  wrote  about 
this  issue  (see  “Rewriting  the 
Code,”  CIO  Section  2,  Oct.  15, 
1997),  it  remains  unclear 
whether  the  drafting  commit¬ 
tee  will  pay  heed  to  critics’ 
concerns.  With  the  excep¬ 
tion  of  a  provision  that 
released  software  vendors 
from  liability  for  computer 
viruses  infecting  their  prod¬ 
ucts,  all  the  provisions  that  worry 
people  like  Nycum  are  still  present  in 
the  proposed  revision.  “The  problem  is 
that  the  business  buyers  have  very  lim¬ 
ited  desire  or  opportunity  to  come 
together  and  join  arms  in  a  counter¬ 
punch,”  says  John  Stevenson,  immediate 
past  president  of  SIM  and  vice  president  of  informa¬ 
tion  management  in  Bristol-Meyers  Squibb  Co.’s 
Worldwide  Medicines  Group  in  Princeton,  N.J. 

What  will  happen  now  is  anybody’s  guess.  The  draft 
will  either  be  fixed,  abandoned  or  “they’ll  try  to  bull  it 
through,”  says  Nycum.  “What  we  have  to  do  is  take 
the  worst-case  position  and  start  mobilizing  our  com¬ 
panies  to  educate  their  legislators  in  case  this  does  get 

passed  by  [the  drafting  commit¬ 
tee]  and  then  the  states,”  she 
adds.  But  it  behooves  companies 
to  do  so  quickly,  says  Stevenson. 
“My  biggest  concern  now,”  he 
says,  “is  that  they’re  almost  done 
drafting,  so  we  may  or  may  not 
be  able  to  get  a  fairer  document.” 

For  more  information  on 
Article  2B,  check  out 
www.Ib guide.  com. 

-Jennifer  Bresnahan 
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Protection  from  the  unbearable 


In  business,  lost  data  means  bone-jarring  anguish.  So  protect  yourself.  Look  for  "DLTtape™"  or 
the  authorized  DLTtape  logo  mark  on  all  your  backup  drives  and  media.  It  stands  for  the  genuine 
article,  built  to  the  genuine  DLT™  standard.  It  says  you've  got  one  of  the  fastest,  most  reliable,  most 
scalable  data  backup  systems  in  the  business.  And  it  keeps  your 
DLTtape  warranty  in  one  piece.  Find  out  more  at  www.DLTtape.com. 

It  may  very  well  keep  you  from  losing  your  most  valuable  possession. 


MEASURING  THE  VALUE  OF  TECHND1  0  G  Y  INVESTMENT 


The  IT  Measurement  Inversion 

Are  your  IT  investment  decisions  based  on  the  right  information ? 

BY  DOUGLAS  HUBBARD 


Before  you  make  a  multimillion-dollar 
investment  in  IT,  you  probably  do  a  cost-benefit 
analysis.  Of  all  the  variables  on  that  spreadsheet, 
which  do  you  spend  the  most  time  and  effort  trying 
to  estimate?  Most  organizations  spend  a  lot  of  time 
estimating  initial  development  costs  but  not  so  much  esti¬ 
mating  benefits,  how  fast  people  will  start  using  the  system  or 
the  chance  the  project  will  never  be  finished.  If  you  calculate 
the  economic  value  of  additional  information  you  need  for 
more  accurate  ROI  estimates,  you  see  that  the  typical  mea¬ 
surement  priorities  are  often 
inappropriate.  In  fact,  the  vari¬ 
ables  that  are  most  valuable  for 
reducing  uncertainty  in  ROI  esti¬ 
mation  are  rarely  represented  on 
IT  cost-benefit  spreadsheets. 

I  call  this  paradox  the  “IT 
measurement  inversion.”  I 
detected  this  effect  as  my  client 
was  rolling  out  a  new  IT  deci¬ 
sion-making  methodology  based 
on  applied  information  eco¬ 
nomics  (AIE).  One  distinctive 
feature  of  this  approach  is  that 
it  includes  a  measure  of  the 
degree  of  uncertainty  for  each 
variable  in  an  ROI  analysis.  This 
gives  us  the  foundation  for 
another  AIE  figure:  the  eco¬ 
nomic  value  of  information. 

Measuring  Uncertainty 

Almost  every  variable  in  a  cost-benefit  analysis  is  uncertain. 
We  don’t  know  exactly  what  initial  costs  will  be  or  how  much 
an  improvement  in  productivity  will  yield.  Yet  typically  in  the 
analysis  of  IT  investments,  every  cost  or  benefit  is  shown  as  a 
single,  precise  number.  This  implies  that  the  exact  number  is 
known,  which  is  almost  never  the  case.  It  is  possible,  however, 
to  represent  those  values  more  realistically.  We  can  use  “prob¬ 
ability  distributions”  to  show  how  much  we  really  know  about 
each  number  in  a  cost-benefit  analysis.  Quantifying  uncertainty 
is  a  prerequisite  to  calculating  the  value  of  information. 
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You  may  vaguely  recall  concepts  like  “90  percent  confi¬ 
dence  interval”  or  “standard  deviation”  from  a  college  statis¬ 
tics  class.  Though  your  math  skills  may  have  faded,  the  con¬ 
cepts  are  fairly  simple.  A  90  percent  confidence  interval 
consists  of  two  numbers — an  upper  and  a  lower  bound — that 
represent  a  range  that  we  can  be  90  percent  sure  contains  the 
true  value.  For  training  costs  of  a  new  system,  most  IT  cost- 
benefit  spreadsheets  would  simply  use  one  number,  such  as 
$500,000.  But  perhaps  all  we  can  say  is  that  we  are  90  per¬ 
cent  sure  the  training  costs  will  be  between  $300,000  and 

$700,000.  There  is  still  a  10  per¬ 
cent  chance  that  the  real  num¬ 
ber  will  fall  outside  of  bounds. 
We  can  use  statistical  represen¬ 
tations  (such  as  normal  distri¬ 
butions,  discrete  binary  and  so 
forth)  to  determine  the  amount 
of  uncertainty.  Applying  a  nor¬ 
mal  distribution  (not  always  the 
most  realistic  but  the  most 
straightforward  example)  to  our 
scenario,  we  could  use  the  stan¬ 
dard  deviation  to  express  the 
uncertainty.  According  to  sta¬ 
tistical  mathematics,  there  are 
3.29  standard  deviations  in  a  90 
percent  confidence  interval. 
Another  way  to  say  this  is  train¬ 
ing  costs  are  a  normally  dis¬ 
tributed  number  with  a  mean  of 
$500,000  and  a  standard  devi¬ 
ation  of  $121,580 — the  range  ($400,000)  divided  by  3.29.  Every 
uncertain  number  in  the  ROI  analysis  should  be  represented  as 
a  distribution  to  show  its  uncertainty.  Once  we  have  quantified 
the  uncertainty  of  each  variable,  we  can  start  calculating  how 
much  additional  information  is  worth  for  each  variable. 

The  Value  of  Information 

Information  has  value  because  it  leads  us  to  better  decisions. 
The  method  for  calculating  the  value  of  information  has  been 
around  for  decades,  an  offshoot  of  game  theory  and  decision 
theory.  Roughly  put,  the  value  of  information  equals  the 
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If  you  only  know  Compaq  for  PCs  and  servers, 
do  you  really  know  Compaq? 


Enterprise  computing.  It’s  the  IT 
bedrock  companies  are  built  on. 

And  all  over  the  world, 
these  mission-critical, 
enterprise-wide,  can’t- 
fail  computing  systems 
come  from  a  source 
you  might  not  expect. 


The  world’s  Compaq. 

10  largest 


telcos  use 
Compaq 
enterprise 
solutions. 
And  the  next 
10.  And  the 
10  after  that. 


Whose  systems  run  17 
of  the  20  largest  stock 
exchanges,  worldwide? 

It’s  the  same  folks  who  enable 
over  60%  of  the  world’s  interbank 
transactions.  Compaq.  Systems 
and  support  services  from  Compaq 
allow  hundreds  of  millions  of 
dollars  to  flow  safely  all  over  the 
world,  every  second  of  every  day. 
Eighteen  of  the  top  20  U.S.  banks 
use  us.  Over  100  stock  exchanges 
worldwide.  Sixty  percent  of 
the  planet’s  power  generation/ 
distribution  systems.  Ninety  percent 
of  the  world’s  microprocessor 
production.  (With  technologies 
like  fault-tolerant  NonStop® 
computing,  we’re  a  natural  for 
24x7  reliability.) 


AltaVista- created  by  Compaq,  running 
on  Compaq  AlphaServer  systems- handles 
1  billion  Internet  searches 
per  month. 


Who  out-integrates  the  top 
integrators?  Including  IBM? 

This  may  surprise  you.  It’s 
Compaq.  In  fact,  Compaq  beat 
out  the  biggest  names  in  IT 
integration  in  InformationWeek’s 
annual  poll  of  IT  professionals, 
finishing  second  by  the 
slimmest  of  margins.  If  you 
need  to  get  the  most  out  of 
your  IT  investment,  we  don’t 
just  have  the  answer.  We  are 
the  answer. 


set  an  all-time  TPC-C*  record 
running  Oracle 8  on  clustered 
AlphaServer®  systems.  In  plain 
English?  We  can  help  you  do 

things  in  a  few  seconds  that  used 

\ 

to  take  you  days. 


Who  knows  SAP  R/3  like  no 
one  else  (except,  of  course,  SAP)? 


Who  helps  millions  of  e-mail 
users  explain,  expound, 
collaborate  and  just  plain  talk? 

Compaq  systems  and  support 
people  help  run  many  of  the  worlds 


We  have  over  5,000  R/3 


largest  e-mail  systems. 


Compaq? 


installations  under  our  belts — 


We’re  also  the 


more  than  any  other  competitor. 
To  put  R/3’s  enormous  power  to 
work  in  your  business,  why  not 
go  with  some  of  the  people  who 
know  it  best? 


Who  outruns  everyone 
under  the  sun  (including 
Sun)? 


number  one  integrator  of 
Microsoft  Exchange,®  with  over 
400  global  customers.  If  you’ve 
got  a  large  project  ahead,  remember>! 
We  can  be  a  big  help. 


Where  does  the 
enterprise  store  its 
gigabytes,  terabytes 


Compaq’s  lead  in  high-  Where  in  the  world  and  googolbytes? 

do  you  do  business ? 

performance  64-bit  UNIX®  No  matter:  Once  again,  we’re  the  j 

our  27,000  service 

computing  is  huge,  and  professionals  call  answer.  Compaq 

114  countries  home. 

growing.  For  example,  we  StorageWorks®  delivers  the 


AltaVista 


All  of  the  world’s  top  1 0  aerospace 
companies  fly  with  Compaq.  (There’s  no 
better  launch  platform  for  technical 
computing  than  Compaq  64-bit  UNIX.) 


widest  array  of  multi-user  storage 
products  in  the  business.  And 
they’re  designed  to  solve  storage 
problems  for  any  enterprise,  no 
matter  which  hardware  and 
software  you  already  use:  ours, 


Ever  buy  stock  online? 

Or  bank  in  your  pajamas? 

Three  quarters  of  the 
top  ISPs  choose  Compaq  to 
keep  millions  of  subscribers 


Even  a  virtual 

connected.  Four  out  of  the  storefront  needs  a 

rock-solid  foundation. 

five  most  popular  Web  So  thousands  of  e-businesses, 

large  and  small,  tap  Compaq 

sites  are  powered  by  for  systems,  solutions,  support,  find  them  online  at 


Want  to  know  more? 

Need  more  details? 

More  case  histories? 
More  references? 

Better  answers  to  the 
toughest  IT  challenges 
there  are?  You’ll 


Compaq.  Microsoft  chose  us 
to  implement  and  manage  the 
infrastructure  for  MSN.conY 
And  AltaVista*  the  most  powerful 
and  useful  guide  to  the  Internet? 
We  don’t  just  run  it.  We  invented  it. 


www.compaq.com/betteranswe 
Or  call  us  anytime  at 
1-800 -AT-  COMPAQ. 


Mission-critical  NonStop  enterprise ) 
systems  for  more  financial 
exchanges,  more  ATM  networks 
and  more  of  the  world’s  top-tier 
banks  than  any  other  company. 


1 


COMPAQ 

Better  answers: 

www.compaq.com/betteranswers 


TOT 


'(102541tpmC  @  $  1 39.49/tpmC-Available  September  15,  1998)  ©1999  Compaq  Computer  Corp.  Better  answers  is  a  service  mark  of  Compaq.  AlphaServer.  NonStop,  AltaVista  and  StorageWorks  are  registered  trademarks  of  Compaq.  Microsoft  Exchange  is  a  registered  trademark  and  MSN.com  is  a 
rademark  of  Microsoft  Corporation.  All  other  names  are  trademarks  or  registered  trademarks  of  their  respective  companies. 


Checks  &  Balances 


chance  of  being  wrong  times  the  cost  of 
being  wrong.  The  cost  of  being  wrong — 
that  is,  what  is  lost  if  your  decision 
doesn’t  work  out — is  called  an  opportu¬ 
nity  loss.  For  a  simplistic  example,  say 
you’re  considering  investing  $1  million 
in  a  new  system.  It  promises  a  net 
$3  million  gain  over  three  years.  (For  our 
example’s  sake,  it’ll  either  be  completely 
successful  or  a  total  bomb.)  If  you  invest 
but  the  system  fails,  your  mistake  costs 
you  $1  million.  If  you  decide  not  to  invest 
and  you  should  have,  the  mistake  costs 
you  $3  million.  When  we  multiply  the 
opportunity  loss  by  the  chance  of  a  loss, 
we  get  the  expected  opportunity  loss 
(EOL).  Calculating  the  value  of  infor¬ 
mation  boils  down  to  determining  how 
much  it  will  reduce  EOL. 

The  economic  value  of  a  variable  in 
the  cost-benefit  analysis  essentially  tells 
how  much  the  additional  information 
about  that  variable  reduces  the  EOL  for 
the  investment.  Information  about  a 
variable  that  reduces  the  EOL  by  a  lot 


strongly  affects  whether  you  pursue  the 
investment.  This  is  a  sensitivity  analysis 
of  the  decision  that  gives  a  dollar  value 
for  the  information. 

Even  in  projects  with  very  uncertain 
development  costs,  we  haven’t  found 
that  those  costs  have  a  significant  infor¬ 
mation  value  for  the  investment  decision. 
In  other  words,  information  about  the 
development  costs  did  not  lower  the 
EOL  as  much  as  did  information  about 
other  variables.  The  most  important  vari¬ 
ables — those  with  the  most  uncertainty 
and  impact  on  the  decision — are  rarely 
represented  in  cost-benefit  analysis. 

Truly  Important  Variables 

The  single  most  important  unknown  is 
whether  the  project  will  be  canceled. 
This  is  a  binary  phenomenon — it  either 
happens  or  it  doesn’t — and  so  is  repre¬ 
sented  with  a  single  percentage  proba¬ 
bility  (not  a  range).  If  cancellation 
occurs,  no  benefits  are  ever  received;  but 
at  least  some  development  costs  accrue. 


The  next  most  important  variable  is 
utilization  of  the  system,  including  how 
quickly  the  system  rolls  out  and  whether 
some  people  will  use  it  at  all.  Like  can¬ 
cellation,  uncertainty  about  how  soon 
people  use  the  system  never  shows  up  on 
most  ROI  calculations.  Many  simply 
assume  that  benefits  begin  upon  imple¬ 
mentation,  with  no  allowance  for  ramp- 
up  or  difficulties. 

Of  course  you  need  to  estimate  devel¬ 
opment  costs  when  making  a  decision 
about  IT  investments.  However,  you 
don’t  usually  need  to  reduce  the  uncer¬ 
tainty  about  those  costs  to  make  an 
informed  decision.  Reducing  the  uncer¬ 
tainty  about  the  utilization  rate  and  the 
likelihood  of  cancellation  of  a  new  sys¬ 
tem  is  much  more  important  when 
deciding  how  to  spend  your  money. 

Beat  the  Paradox 

Why  the  IT  measurement  inversion? 
Perhaps  we  focus  on  measuring  what  we 
feel  comfortable  measuring  regardless  of 


MCI  \\  brldCom  On-Net  Services  have  taken  all  of  the  I'isk  out  of  data  transmission.  Gone  are  the  days  of  handoffs  to 
other  carriers  and  wondering  who’s  got  your  data.  With  on-net  services  your  data  simply  goes  from  point  A  to  point  B. 
Just  one  seamless  global  network,  owned  and  operated  by  one  company*  MCI  WorldCom™  How  do  we  do  this?  By 
linking  the  U.S.  and  Europe  with  the  most  advanced  underwater  cable  ever  constructed.  And  by  owning  local  facilities 


*Only  MCI  WorldCom  owns  the  entire  network  from  origin  to  destination  in  many  locations  worldwide.  MCI  WorldCom  is  traded  on  NASDAQ  under  \\  COM.  For  more  information  on 
MCI  WorldCom,  visit  our  Web  sites  at  mciworldcom.com  and  wcom.com.  ©  1999,  MCI  WORLDCOM,  Inc.  All  Rights  Reserved. 


Attention  Typically 

Received 

COSTS 

initial  development 
maintenance 

training  costs 

benefits 

increased  productivity 
higher  sates 

UTILIZATION 

widespread 

quick 

CHANCE  OF 
cancellation 


Relevance  to 
nroval  Decision: 
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how  important  it  is.  The  IT  industry  also 
emphasizes  development  costs;  there  are 
a  lot  of  “software  metrics”  firms  that 
focus  on  measuring  development  costs, 
to  the  exclusion  of  other  more  important 
variables.  Another  reason  for  the  para¬ 
dox  may  be  simpler.  Many  people  sim¬ 
ply  don’t  know  there  is  a  formula  for  the 
economic  value  of  information. 

Counteract  measurement  inversion 
by  measuring  the  value  of  information. 
First,  learn  how  to  model  uncertainties 
in  ROI  calculations.  Start  doing  this  as 
soon  as  possible,  especially  on  your 
largest  IT  investments.  Your  organi¬ 
zation  may  already  have  people  with 
the  statistical  training  to  do  this. 

Second,  for  the  investment  deci¬ 
sion,  don’t  bother  hiring  software 
metrics  services  to  reduce  initial 
uncertainty  about  costs.  A  range  of, 
say,  $2  million  to  $4  million  for  an 
IT  investment  may  seem  very 
uncertain,  but  it  is  probably  less  so 
than  some  of  the  benefits.  You 


may  need  to  count  function  points  later 
for  managing  programmers’  productiv¬ 
ity,  but  spend  your  money  and  efforts  to 
reduce  other  uncertainties  first.  And  be 
sure  to  consider  costs  for  systems  main¬ 
tenance. 

Third,  take  what  you  would  have 
spent  on  software  metrics  and  focus  it 
on  researching  the  system’s  benefits,  how 
quickly  people  will  start  using  the  sys¬ 
tem,  how  much  it  will  be  used  and  what 
the  risk  of  cancellation  is. 

To  make  the  best  investment  deci¬ 
sions,  IT  management  must  learn  how 
to  compute  the  value  of  information, 
and  start  modeling  utilization  and  can¬ 
cellation  in  cost-benefit  arguments.  Once 
they  do,  measurements  will  be  properly 
prioritized  and  the  IT  measurement 
inversion  will  disappear.  BE1 


Douglas  Hubbard  recently  founded 
Hubbard  Ross  LLC  in  Glen  Ellyn, 
III.  He  can  be  reached  via  e-mail  at 
dhubbard@hubbardross.com. 


No  handoffs.  No  security  worries. 


Just  one  seamless  global  network. 


MCI  WORLDCOM . 


in  more  than  eighty  U.S.  markets,  as  well  as  several  markets  in  Europe. 
Whether  your  needs  are  local,  national  or  international,  you  deal  with  one 
dedicated  account  team  for  everything.  Pretty  straightforward,  isn’t  it? 
Introducing  MCI  WorldCom  On-Net  Services.  For  details,  visit  wcom.com 
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IT  resources  must  be  valued  correctly 
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^om pared  with  a  mergers  and  acquisi¬ 
tions  team,  Dr.  Frankenstein  had  it  easy. 


Frankenstein  hop 


for  a  creation 


that 


birth 
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ive.'but  executives 
of  creating  an  enterprise  that  from 
moves  like  the  offspring  of  a  ballerina 
and  an  NBA  forward.  Doc  F.  could  use 
whatever  parts  Igor  dug  up,  but  the 
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At  Stratos  headquarters 
in  Toronto  or  here  in 
Newfoundland,  CEO 
Derrick  Rowe  (left) 
depends  on  VP  for 
Technology  John  Mackey 
to  help  determine 
whether  a  prospective 
merger  will  float. 


m. 


parts  of  a  business  acquisition  rarely  fit 
together  even  roughly;  they  may  not 
evep  be  from  the  same  species. 
Frankenstein's  monster  slept  through  his 
surgery,  but  executives  are  required  to 
keep  their  subject  conscious  and  func¬ 
tioning,  even  while  amputating  and 
rejoining  major  parts. 

The  key  to  creating  a  final  entity  that 
wULbejjq 


Reader  ROI 

READ  THIS  ARTICLE 

to  learn 

►  The  three  stages  of  a 
merger 

►  Best  practices  for 
IT  management  at 
each  stage 

►  Why  all  executives 
need  to  be  alert  to  IT 
considerations  dur¬ 
ing  the  process 


and  power  is  to  perfectly  splice  the 

...... 

tendril-thin  nervous  system  of  the  living 

'  ’  v*  Ufa  m  %  <  ll§ 

organism.  If  corporate  nervous 
systems  are  to  work  as  well 
as  they  should,  every  execu- 

VT 

tive  needs  to  understand  the 
networks  and  systems  that 
can  move  data  and  ideas 
around  the  world  as  fast  as 
thought  itself.  Information 
technology  (IT)  may  be  a 
small  item  on  a  finance  report,  but  if  you 
neglect  the  basics  of  IT  management  in 
a  merger,  one  dark  and  stormy  night  you 
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will  be  sure  to  have  an  angry  mob  of 
stockholders  marching  on  your  office 
waving  pitchforks  and  torches. 

A  1998  study  of  IT’s  role  in  mergers 
and  acquisitions  conducted  by  Edward 
M.  Roche,  vice  president  and  research 
director  for  the  Kingwood,  Texas-based 
Concours  Group,  in  conjunction  with 
Professor  N.  Venkatraman  of  the  Boston 
University  School  of  Management, 
found  that  the  vast  majority  of  mergers 
go  through  three  major  stages:  strategy, 
valuation  and  transition.  Each  stage’s 
main  goal  is  to  prepare  for  the  next.  And 
at  each  stage  best  practice  IT  manage¬ 
ment  of  people  and  systems  calls  for  dif¬ 
ferent  approaches. 

Managing  in  the  Strategy  Stage 
At  the  strategic  stage  of  any  merger  or 
acquisition,  one  company  will  be  qui¬ 
etly  eyeballing  another,  and  discreet,  oh- 
so-tentative  initial  contacts  may  be 
made.  “A  target  company  might  not 
even  know  this  is  happening,”  says 
Roche.  No  one  breathes  a  number — 
general  interest,  general  talk,  general 
visions  are  shared.  When  a  company 
identifies  a  target  for  acquisition  and 
begins  risk  assessment  and  readiness 
verification,  that  is  to  say,  when  broad 
round  numbers  start  to  flash  on  calcu¬ 
lators,  principals  need  to  keep  their  lips 
sealed  until  the  final  hour — or  risk 
botching  the  whole  deal.  Larry  Freed¬ 
man,  senior  vice  president  and  legal 
counsel  for  PlatinumTechnology  Inc., 
an  Oakbrook  Terrace,  Ill. -based  com¬ 
pany  that  has  acquired  more  than  70 
others,  tells  of  a  case  (not  involving 
Platinum)  where  a  deal  evaporated 
because  of  loose  lips.  The  premature 
announcement  of  the  existence  of  talks 
by  the  target  company’s  executives  pre¬ 
cipitated  a  mass  exodus  of  its  software 
developers.  That  intellectual  asset — 
those  developers — had  been  a  major 
driver  for  the  deal,  and  in  an  environ¬ 
ment  where  IT  staffing  is  a  headache, 
the  premium  to  be  paid  dropped  by  90 
percent.  The  deal  fell  through. 

With  dollar  figures  that  make  your 
telephone  number,  including  area  code, 
look  like  petty  cash,  mergers  and  acqui¬ 
sitions  have  gotten  a  lot  of  ink  even  out¬ 
side  the  financial  pages.  But  if  you  think 
that  the  high  stakes  in  the  M&A  game 
mean  the  players  have  the  processes 


&  ACQUISITIONS 


A  key  IT  decision  in  one  merger  made  Elf  Atochem  change  its  approach  in  the 
valuation  stage,  says  Executive  VP  Jean-Claude  Rebeille. 


down  to  a  science,  think  again.  Stratos 
acquired  whole  companies  or  parts  of 
other  companies  five  times  in  the  past 
year,  but  the  only  thing  that  Derrick 
Rowe,  CEO  of  the  Toronto-based  satel¬ 
lite  communications  company,  is  sure  of 
is  that  no  two  mergers  are  alike.  There 
are  just  too  many  variables  of  personnel, 
suppliers,  customers  and  IT  systems. 

Rowe  formed  his  company’s  strategy 
to  consolidate  existing  communication 
channels  on  either  supply  or  distribution 
sides  of  the  business.  “You’re  buying 
either  a  product  source  whose  price  is 
right  or  a  valuable  customer  base,”  he 
says  and,  as  an  example  of  distribution- 
side  strategic  acquisition,  points  to 
Stratos’s  recent  purchase  of  a  company 
that  specialized  in  communications  sys¬ 
tems  for  yachts.  That’s  just  one  of  the 
deals  that  has  changed  Stratos  from  a 
two-way  radio,  ship-to-shore  utility  for 
oil  rigs  off  the  Newfoundland  coast  to 
an  integrated  telephony,  satellite  and  dig¬ 
ital  communications  company;  it  also 
helped  boost  its  revenues  from  $62  mil¬ 
lion  in  1997  to  $72  million  in  1998. 
Rowe  has  full  faith  in  his  company’s 
technical  ability  to  make  telephone, 
radio,  e-mail  and  even  Telex  communi¬ 


cations  work  seamlessly  with  each  other, 
but  he  observes,  “The  big  problem  is 
integrating  the  backroom  operations.” 
Rowe  fears  that  if  customers  perceive 
even  a  slight  decline  in  such  services  as 
billing  or  support  systems  they  will  bolt 
to  a  competitor;  thus  he  will  not  engage 
in  negotiations  without  John  Mackey, 
his  vice  president  for  technology,  beside 
him  at  the  bargaining  table.  No  matter 
how  appealing  the  financials  may  be,  if 
Mackey  declares  a  target  candidate’s  sys¬ 
tems  will  take  too  long  to  modify,  Rowe 
will  kill  the  deal.  If  the  backroom  oper¬ 
ations  can’t  mesh  quickly,  capturing  the 
projected  profits  presented  by  a  merger 
will  prove  formidable. 

While  subteams  conjecture  about  how 
plants,  labor,  vendor  contracts,  legalities 
and  government  regulations  will  interact 
in  the  mix,  only  a  top-notch  information 
executive  can  say  with  certainty  whether 
plug  A  will  fit  socket  B.  In  short,  CIOs 
need  to  be  at  the  table  early. 

Elf  Atochem  North  America  Inc.,  the 
Philadelphia-based  chemical  subsidiary 
of  multinational  French  Elf  Acquitaine, 
accomplished  three  acquisitions  during 
nine  months  in  1998,  which  totaled 
between  $300  million  and  $400  million 
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Are  you  ready  for  the  new  customer? 


They're  on  the  Web 
And  they're  never 
getting  off. 


Plan  accordingly.  There  are  two  critical  dynamics  to  understand  about  today’s  customer.  One,  nobody 

has  any  time.  Two,  they  expect  every  company  to  be  on  the  Web.  They  want  it  all 
online — product  information,  pricing,  support,  anything  that  will  save  them  time  and 
money.  Sure,  relationships  are  still  built  on  trust,  commitment  and  support.  But  for  this 
new  breed  of  empowered  customer,  this  e-customer,  they’re  based  on  the  Web. 

While  e-customers  present  endless  opportunity,  they  do  pose  some  challenges.  Managing 
relationships  with  customers,  prospects  and  partners  online  is  an  enterprise-wide  task. 
Systems  performance  and  scalability  needs  are  key.  In  short,  it’s  got  to  be  done  right. 
Shrink-wrapped  solutions  will  fall  short.  Experienced  partners  with  customizable 
products  and  old-fashioned  follow-through  will  succeed. 

This  is  where  Vantive  clicks  in.  A  leader  in  customer  interaction  software  since  1990, 
Vantive  extends  your  front-office  out  of  the  office.  And  onto  the  Web.  So  all  your  customer 
communications — phone,  fax  and  Web — can  work  together.  It’s  a  fully  scalable,  Web- 
powered  platform  using  reliable  and  proven  technology  that  can  handle  hundreds  or 
millions  of  customers.  E-customers  are  here  to  stay.  Vantive  is  how  you  manage  them. 


www.vantive.com 

1-800-VANTIVE 


the  e-customer  company 


Predict  The  Future, 

And  You  Can 
Change  The  World. 


With  NEUEENT5, 
You  Can  Do  Both. 


Introducing  software  that  can  emulate 
a  human  brain. 

It’s  true.  Neugents™  think  like  a 
human  —  only  faster. 

Neugents  compute  not  in  thou¬ 
sandths  of  a  second,  but  millionths. 
Without  emotion,  subjectivity,  or  bias. 

Neugents  can  analyze,  make 
decisions,  take  action.  They  can  process 
massive  amounts  of  chaotic  data  and 
instantly  identify  complex  patterns  and 
relationships,  Figuring  out  why  things 
happen,  and  more  importantly,  predict 
what  will  happen  next. 


Neugents  can  learn.  Using  a 
unique  self-learning  algorithm, 
Neugents  get  smarter  every  second, 
every  hour,  every  day. 

The  secret  is  Neural  Network 
Technology,  Computer  Associates  has 
taken  this  powerful  technology  and 
turned  it  into  a  patented  application 
that  goes  far  beyond  traditional  fore¬ 
casting  methods  and  rules-based 
applications, 

Neugents  can  tell  you  what  your 
sales  are  going  to  be  next  week,  next 
month,  or  next  year.  They  can  tell  you 


before  your  next  product  fails  —  and 
why.  And  for  enterprise  management, 
Neugents  can  do  everything  from  warn 
you  before  a  server  goes  down  —  or 
tell  you  when  and  where  your  next 
security  breach  will  occur. 

With  virtually  every  aspect  of  your 
business,  Neugents  can  accurately 
and  consistently  predict  the  future. 

And  when  you  can  predict  the 
future,  you  can  not  only  change  the 
future,  you  can  change  the  world. 

Call  1-877-Neugents  for  more 
information. 


NEUEENTS:  Software  That  Can  Think: 


(Computer 

Associates 

Software  superior  by  design. 


©1998  Computer  Associates  International,  Inc,,,  Islandia,  NY  11788-7000.  All  product  names  referenced  herein  are  trademarks  of  their  respective  companies. 
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in  activity.  Executive  Vice  President  Jean- 
Claude  Rebeille  headed  teams  of  five  to 
seven  executives  for  each  deal — one 
chemical  plant  from  DuPont  Co.,  one 
chemical  plant  from  Air  Liquide  in 
Canada  and  the  total  acquisition  of  four 
plants  from  Rohm  and  Haas  Co. 
Rebeille  recalls  that  five  years  ago,  when 
Elf  pursued  an  acquisition,  IT  personnel 
were  not  at  the  table  when  money  guys 
calculated  discounted  cash  flows,  ana¬ 
lyzed  labor  contracts  and  scrutinized 
vendor  agreements.  “We  assumed  that 
once  a  deal  was  made,  when  it  came  to 
integration,  all  the  rest  that  needed  to  be 
done  in  IT  would  follow.”  He  purses  his 
lips  and  smiles.  “ Mais  non.  That,  of 
course,  proved  not  to  be  the  case.”  Now 
Elf  Atochem’s  M&A  teams  always 
include  Robert  M.  Rubin,  senior  vice 
president  and  CIO. 


Managing  in  the  Valuation 
Stage 

The  prospective  acquirer  can  dominate 
the  strategic  stage,  but  once  into  valua¬ 
tion,  both  players  need  to  put  cards  on 
the  table  to  identify  risks,  evolve  a  bud¬ 
get  and  find  the  best  opportunities  for 
synergy — the  magical  combination  of 
processes,  customer  bases  or  suppliers 
that  will  yield  something  greater  than  the 
sum  of  the  parts. 

This  stage  is  touchy,  touchy,  touchy. 
Naturally,  the  content  of  these  meetings 
is  highly  secretive,  and  they  can  be  nerve- 
racking  (see  “Been  There,  Done  That,” 
below).  Remember,  everyone  at  the  table 
is  wondering  about  his  or  her  personal 
future — the  person  sitting  across  from 
you  might  be  your  replacement,  your 
colleague  or  your  boss.  “This  is  not  the 
place  to  show  ego.  Be  conciliatory,  calm, 


low-key  and  secretive,”  Roche  advises. 
“A  blowup  here  has  repercussions 
throughout  the  process.  People,  not  bal¬ 
ance  sheets,  decide  whether  the  process 
will  be  friendly  or  hostile.”  Also  remem¬ 
ber  that  some  kinds  of  information  sim¬ 
ply  cannot  be  pooled  at  these  early  meet- 
ings.  Exchanging  pricing  data,  for 
example,  can  get  the  Justice  Department 
alarmed  about  restraint  of  trade;  if  the 
parties  at  the  table  decide  not  to  go 
through  with  the  deal,  that  conversation 
starts  to  smell  a  lot  like  price  fixing. 

Executive  teams  from  each  side  pre¬ 
pare  discovery  questionnaires  for  their 
counterparts — HR  prepares  a  question¬ 
naire  for  HR,  logistics  for  logistics,  IT 
for  IT,  finance  for  finance.  Of  course, 
internal  organizations  of  the  two  com¬ 
panies  may  not  always  be  identical,  and 
sales  folk  may  find  themselves  across  the 
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ONCE  THE  WORD  WAS  OUT  ON  THE  MERGER,  I.T. 
had  to  be  involved.  At  the  time,  it  was  the 
biggest  merger  ever  in  the  drug  industry. 

Right  off,  we  disengaged  a  number  of  projects  in  a 
way  that  did  not  affect  the  immediate  operation  of  the 
business.  Some  IT  projects  got  moved  up  front;  some 
were  dropped.  We  put  our  initiative  for  marketing  sys¬ 
tems  on  hold,  for  example.  Nobody  knew  what  market¬ 
ing  was  going  to  look  like  anyway. 

The  first  meeting  between  the  merger  teams  was  a 
meet-and-greet  session,  30  or  so  executives  from  both 
sides.  Then  we  exchanged  a  lot  of  e-mail  and  letters. 

At  our  second  meeting  in 
Chicago,  we  got  down  to  the  hard 
business  of  disclosure.  Eight  or  10 
of  us  from  IT  were  there,  the  top 
people  from  each  side.  Both  teams 
laid  out  in  detail  what  kinds  of 
hardware  and  software  we  used, 
how  many  people  had  what  skills 
and  where  our  IT  shops  were 
located.  It  was  like  playing  poker 
or  sparring  at  boxing.  Our  enterprisewide  system  was 
SAP;  theirs  was  a  combination  of  Baan  and  j.D. 
Edwards.  Then  late  one  night  my  hotel  room  phone 
rang  and  I  got  the  warning:  “Don’t  even  have  a  cup  of 
coffee  with  those  guys  at  breakfast!”  The  Justice 
Department  had  become  interested  because  of 
monopoly  and  restraint-of-trade  issues,  so  we  had  to 
halt  talks.  In  disclosure,  conversations  about  vendors 


William  Lauterbach,  former 
director  of  IT  systems  for  phar¬ 
maceutical  giant  Ciba-Geigy 
Corp.,  recalls  his  role  in  the 
$29  billion  merger  with  Sandoz 
in  1996  that  created  the  new 
drug  company  Novartis  AG. 


and  pricing  can  be  considered  exchanging  information 
that  would  hurt  the  business  of  our  mutual  suppliers  if 
the  merger  never  happened  and  we  remained  separate 
companies. 

The  deal  was  on  hold  for  three  months,  though  we 
had  gotten  the  basics  out  of  the  way.  Our  side  couldn’t 
do  any  work  on  the  merger,  but  we  could  do  a  lot  of 
analysis.  The  government  required  Sandoz  to  divest  a 
lot  of  its  business  in  animal  health  and  agriculture,  and 
since  it  was  working  with  a  decentralized  client/server 
system,  Sandoz  basically  lost  its  infrastructure.  As 
Sandoz  was  forced  to  lose  sites,  it  lost  key  network 

components.  So  you  could  say 
that  our  mainframe  system, 
which  was  all  in  one  place, 
“won”  because  of  government 
intervention. 

It  all  shows  that  an  executive 
has  to  be  proactive.  Keep  peo¬ 
ple  informed  so  that  key  person¬ 
nel  don’t  bail  out  as  soon  as 
they  hear  a  rumor.  When  they 
ask  questions,  if  you  don’t  know  the  answer,  share  your 
ignorance.  You  have  to  be  accessible  to  staff  and  keep 
information  current  so  that  no  one  feels  as  though  they 
are  being  played  with. 

Editor’s  Note:  William  Lauterbach  now  works  as  a 
senior  consultant  for  the  Kingwood,  Texas-based 
Concours  Group. 
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“At  Sony,  we  installed 

at 

I  developed  reports  myself  and 
put  them  on  the  Web  by 


AND  THE  ENTERPRISE 


How  does  Sony  Electronics  put  so 
many  great  products  in  the  hands  of 
consumers?  They  use  WebFOCUS 
to  put  up-to-the-minute  inventory 
data  in  the  hands  of  their  managers. 

WebFOCUS  is  a  powerful  Web 
reporting  and  analysis  system  that 
can  access  any  database  and  platform, 
so  it  was  easy  to  consolidate  data. 

And  it’s  so  productive  developers 
were  able  to  put  new  reports  on 
their  intranet  in  minutes. 

Gary  Fischer,  Data  Warehousing 
Manager  at  Sony  Electronics  says,  “It 
gives  everyone  from  senior  executives 
to  operational  staff  the  answers  they 
need  when  they  need  them.” 

Now  that’s  remote  control. 

www.ibi.  com/sco 


Iggggifp 


800-969-INFO.  In  Canada  call  (416)  364-2760.  E-mail:  info@ibi.com 
WebFOCUS  is  a  trademark  of  Information  Builders,  Inc.  New  York,  NY 
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To  register  or  for  more 
information,  call  800  355-0246 
or  visit  our  Web  site  at 
www.cio.com/conferences 
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BMC  Software,  Inc. 

8ooz*Allen  &  Hamilton 
Candle  Corporation 
Compaq  Computer  Corporation 
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FileNet  Corporation 
Gateway  Business 
GTE  Communications  Corporation 
Inacom  Corporation 
Intel  Corporation 
Nortel  Networks,  Inc. 

PeopleSoft,  Inc. 


PLATINUM  technology,  inc. 
Predictive  Systems 
Tivoli  Systems 


Proud  underwriter  of 
the  CIO  100  Awards 
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table  from  marketing 
folks.  The  idea  is  not  to 
champion  one  organiza¬ 
tional  chart  over  another 
but  to  ready  everyone  for 
smooth  integration  down 
the  road.  Companies  that 
have  established  them¬ 
selves  as  M&A  leaders 
guard  the  specifics  of  those 
questionnaires  closely. 

They  know  the  right  ques¬ 
tions  asked  the  right  way 
will  elicit  the  best  information.  But  typ¬ 
ically  an  acquiring  company’s  IT  experts 
(or  both,  in  a  merger  of  equals)  ask  for 
a  list  of  the  most  critical  applications 
used  in  the  target  company,  details  of  the 
reporting  structure  for  personnel  in  the 
IT  shop,  the  nature  of  recruitment  pro¬ 
cedures  and  hard  questions  about  the 
company  culture,  vendors,  budgets  and 
current  projects. 

Once  an  initial  offer  is  made,  all  the 
rest  is  dickering — it’s  called  due  dili¬ 


gence.  Beans  must 
be  counted  and 
figures  firmed  up. 

Staff  morale  is 
especially  tender 
during  this  stage. 
Once  word  of  a 
proposed  merger 
or  acquisition  is 
out,  rumor  mills 
start  to  grind  while 
the  photocopying 
machines  run  out 
of  paper  producing  staff  resumes.  If  key 
people  hit  the  bricks,  they  take  with 
them  everything  they  know.  In  a  hot 
labor  market  for  IT  personnel,  massive 
defections  can  happen  quickly — and 
that  can  be  fatal  to  the  deal.  The  valua¬ 
tion  stage,  when  the  secret  is  out  but  the 
content  of  talks  is  still  shrouded,  “must 
be  the  end  of  rumors,”  says  Roche. 

People  have  to  know  with  reasonable 
certainty  how  long  they  will  have  their 
jobs.  For  example,  Roche  recommends 


guaranteeing  employment  for  a  year — 
anything  to  avoid  the  danger  that  the 
business  will  grind  to  a  halt  as  the  organ¬ 
ization  is  gutted.  The  best  way  to  man¬ 
age  that  problem,  says  Roche,  is  “to 
have  an  expanding  group  of  people 
beyond  the  core  teams  [implementing 
the  merger].  Invite  more  and  more  peo¬ 
ple  in.  Of  course,  this  has  to  be  managed 
delicately.” 

Frank  Donovan,  a  senior  account 
manager  for  IT  at  Texas  Utilities  Co. 
(TU)  in  Dallas,  says,  “If  you  can  get  your 
IT  people  out  front  on  due  diligence, 
you’ll  do  better.”  It’s  a  lesson  TU’s 
Donovan  learned  too  well  during  a  1997 
$1.3  billion  merger  with  Enserch,  an 
integrated  natural  gas  company  also  in 
Dallas.  The  deal  suffered  delays  because 
the  SEC  and  Department  of  Justice  faced 
a  backlog  of  regulatory  reviews  due  to 
the  huge  number  of  merger  announce¬ 
ments  in  1996.  Then  the  government’s 
degree  of  apprehension  about  TU’s  case 
came  as  a  surprise;  TU  officials  thought 


IT  readiness  for  merger  is 
determined  by  assessing 
five  crucial  points: 

The  ease  or  difficulty  of 
integration 

Opportunities  for  growth 
Potential  savings 
Potential  liabilities 

|||?  The  ever-churning  IT  labor 
situation 


IF  YOU  THINK  A  FIREWALL  IS  ENOUGH  TO 
PROTECT  YOU  FROM  INTERNET  VANDALS, 
WE’VE  GOT  THIS  LOVELY  PUNCHBOWL 
WE’D  LIKE  TO  SELL  YOU. 


For  just  about  any  company  with  Internet  access,  a  firewall  is  against  both  viruses  and  Internet  vandals  -  hostile  ActiveX  and 
essential.  Yet  your  firewall  is  not  designed  to  protect  against  hostile  Java  applets  that  can  steal  files  and  passwords  as  well  as 

Java  applets,  ActiveX  controls  and  viruses,  ^ \  modify  data  on  your  system.  PC  Computing 

INTERNET  SECURITY  CHECKLIST  ^  ca„ed  eSafc  protect  "the  most  thorough  and 
I.  Install  a  firewall  ta 


That’s  why  Aladdin  created  our  eSafe  Protect 
line  of  Internet  security  products.  Each  product 
in  the  eSafe  Protect  family  is  designed  to  pick  Buy  eSafe 

up  where  the  firewall  leaves  off  by  protecting 


reliable  protection  from  all  sorts  of  online 
demons."  You’ll  call  it  Internet  security  without 
any  holes. 


xW 


www.esafe.com/products.html 
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AS/400e=Data  Mining 

What  does  your  data  know  that  you  don’t?  An  AS/400e  data  mining 

solution  lets  users  quickly  spot  patterns  and  trends,  helping  turn  raw 

data  into  a  competitive  advantage.  Its  integrated  database  lets  you 

'\ 

get  up  and  running  faster.  Learn  more  at  www.as400.ibm.com/mining4  /g)  e-business tools 
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it  would  be  less  concerned  with  a 
strictly  in-state  merger.  Rank-and-file  IT 
employees  at  Enserch  and  TU  acted  as 
though  they  were  in  a  shutdown.  Who 
could  say  which  projects  would  go  for¬ 
ward  and  which  would  die?  “We  gave 
retention  bonuses  and  longevity  com¬ 
mitments  [to  keep  the  business  func¬ 
tioning],”  but  Donovan  adds  with 
regret,  “we  could  have  done  more.” 

Managing  in  the 
Transition  Stage 

Donovan  now  manages  his  merger  teams 
with  an  eye  toward  a  smooth  transition. 
Having  representatives  from  each  IT 
application  development  team  meet  once 
a  week  along  with  key  business  unit 
clients  “avoids  all  the  ‘gotchas,’”  he  says. 
No  one  wants  to  learn  too  late  that  HR 
insists  on  an  e-mail  system  for  which  mar¬ 
keting  has  no  use.  Donovan  limits  meet¬ 
ings  to  one  hour.  Team  members  draw  up 
issues  lists  and  examine  scheduled  imple¬ 
mentation  problems  for  ripple  effects. 

Best  IT  management  practices  in  the 
transition  stage  require  flexibility,  but 
interrupting  ongoing  IT  projects  can  pre¬ 
cipitate  opportunity  losses  and  minor 
morale  problems.  For  example,  when  Elf 
Atochem  bought  a  hydrogen  peroxide 
plant  in  Memphis,  Tenn.,  from  DuPont, 
naturally  the  factory  was  hooked  up  to 
DuPont’s  networks  and  systems.  An 
acquisition  might  be  legally  accom¬ 
plished  at  the  stroke  of  midnight  on  a  cer¬ 
tain  date,  but  if  you  pull  all  the  plugs  at 
once,  the  site  will  go  dark.  Ben  Vitesse, 
Elf  Atochem’s  director  of  SAP  applica¬ 
tions,  slowed  Elf’s  enterprisewide  SAP 
project  while  it  set  up  “SAP-Lite”  at  the 
Tennessee  site.  Accounts  payable,  track¬ 
ing  payrolls  and  other  financial  functions 


Ask  the  Expert 


cio.com 

www.cio.com 

Have  a  question  about  managing  IT 
during  a  merger  or  acquisition?  You  can 
pose  it  to  Virginia  Reck,  senior  partner 
of  Kendall  Consulting  Group.  From  now 
until  April  30,  Reck  will  be  available  at 
asktheexpert@cio.com  to  offer  advice 
on  surviving  a  merger  or  acquisition. 


Frank  Donovan  of  Texas  Utilities  keeps  the  goal  in  mind  during  transition:  Make  a 
chaotic  and  emotionally  draining  process  as  smooth  as  possible. 


were  piped  back  to  the  mainframe  com¬ 
puters  at  Elf’s  Philadelphia  offices,  but 
shipping,  for  example,  which  can  be  bet¬ 
ter  handled  on  the  scene,  was  left  down 
there.  That  quick  and  dirty  temporary  fix 
allowed  faster  movement  from  DuPont’s 
systems  to  Elf’s.  What’s  the  big  deal? 
During  the  transition  period,  DuPont 
charged  Elf  a  monthly  fee  in  the  mid-six- 
figure  range  for  use  of  its  IT  systems, 
notes  Rubin.  The  faster  the  acquired 
plant  was  put  online  with  Elf’s  systems, 
the  more  money  was  saved.  Making  the 
effort  to  explain  to  a  frustrated  staff  that 
reallocating  their  time  is  tactically  neces¬ 
sary  is  well  worth  the  trouble. 

Speed  is  always  important.  If  a  com¬ 
pany  doesn’t  capture  profits  in  the  crucial 
first  five  or  six  months,  it  may  not  be  able 
to  at  all.  Markets  change.  It’s  one  thing  at 
the  strategic  stage  to  project  savings — it’s 
something  else  during  transition  to 
respond  to  a  drop  in  the  cost  of  oil.  Or  of 
ships,  shoes  or  sealing  wax.  The  more  dis¬ 
tant  the  time  horizon,  the  less  accurate 
predictions  about  profit  will  be. 

And  beware  of  all  sorts  of  wolves  that 
lurk  in  the  forest  ready  to  prey  upon 
your  plans.  Rubin  tells  how  a  software 
vendor  presented  Elf  with  a  bill  for  sev¬ 


eral  million  dollars  three  months  after 
another  merger  was  closed  on  the 
theory  that  the  new  corporate  entity  had 
never  contracted  for  the  software  in 
operation  at  the  acquired  site.  “He 
claimed  that  the  change  in  [company] 
name  invalidated  the  contract,”  Rubin 
explains,  “so  I  picked  up  the  telephone, 
called  his  home  office  and  told  them  if 
they  wanted  to  continue  to  do  business 
with  us,  we  required  a  new  rep.” 

Chances  are  you  won’t  make  or  break 
a  deal  based  on  the  IT  factor.  That’s 
absolutely  appropriate — business  logic 
should  always  come  before  systems  con¬ 
siderations.  But  any  executive  who  goes 
forward  with  M&A  strategic  plans 
without  understanding  the  management 
techniques  necessary  for  IT  risks  meet¬ 
ing  the  fate  of  Dr.  Frankenstein.  You’ll 
recall  that  the  monster,  the  doctor’s  own 
creation,  returns  to  throw  him  out  the 
window  of  a  burning  windmill.  With 
doom  like  that  staring  you  in  the  eye,  be 
sure  the  living  entity  you  build  is  happy 
with  your  management  at  each  stage  of 
its  creation.  BO 


Senior  Writer  Perry  Glasser  can  be 
reached,  via  e-mail  at  glasser@cio.com. 


44  CIO  ENTERPRISE  •  SECTION  2  /  APRIL  15,  1999 


http://enterprise.cio.com 


PHOTO  BY  DAN  BRYANT 


Windchill 


-  -  - 


What  were  we  thinking? 


A  few  thousand  years  ago,  a  good  foundation  looked 
something  like  this  (hold  upside  down).  More  recently  (‘96), 
a  small  group  of  cutting-edge  software  technologists  explored  a 
new  architectural  paradigm.  They  envisioned  the  powerful 
impact  Web  technologies  could  have  on  enterprise  information 
management  systems.  One  year  later,  their  revolutionary, 
Web-centric  foundation  was  in  the  hands  of  some  of  the  most 
sophisticated  OEM  computing  environments  in  the  world. 

Today,  the  group  and  the  technology  known  as  Windchill  have 
joined  the  Parametric  Technology  team. 

Together,  we  discovered  we  have  more  in  common  than 
cutting-edge  technology.  We  share  a  conviction  that  many  of 
the  obstacles  facing  manufacturers  can  be  solved  by  linking 
product  life  cycle  data  throughout  the  value  chain  -  and 
providing  the  best-in-class  tools  to  make  it  work  together. 


So  there’s  no  lengthy,  expensive  implementation  phase 
(remember  the  pyramids?)  to  interfere  with  productivity.  And 
the  flaw  of  the  traditional  client/server  approach  -  that  it 
attempts  to  impose  a  “uniform  data  model”  on  today’s  heteroge¬ 
nous  environments  -  is  eliminated  by  the  flexibility  of 
Windchill’s  Web-based  Foundation  architecture. 

Windchill  allows  a  federation  of  diverse  systems  (monoliths 
are  so  passe)  to  behave  as  a  unified  whole.  The  result  is  an 
agile  “virtual  enterprise”  system  that  responds  to  business 
dynamics  as  easily  as  you  can  download  smart,  Java-based 
client  software.  What  were  we  thinking? 

We  were  thinking  ahead. 


Windchill  delivers  enterprise-class  security,  performance, 
and  data  management  capabilities  -  without  the  problems 
of  top-heavy  client/server  systems  (hold  right-side  up  now). 


Contact  Windchill 
1-800-749-1280  Ext.  812 


www.windchill.com 


Copyright  ©  1 998  Parametric  Technology  Corporation.  All  rights  reserved.  The  information  in  this  document  is  subject  to  change  without  notice.  Parametric 
Technology,  the  PTC  logo,  and  all  product  names  in  the  PTC  product  family  are  trademarks  of  Parametric  Technology  Corporation  in  the  U.S.  and  in  other  countries. 
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►  How  to  impress  your 
CIO  at  the  next  IS  steer¬ 
ing  committee  meeting 


ife’s  been  pretty  darn  good  to  you.  Every  morning  you  wake  up, 
tighten  the  knot  on  your  Armani  tie,  kiss  your  family  goodbye  and 
pull  out  of  the  driveway  in  your  gleaming  new  Range  Rover.  Off  you  head  to 
your  job  at  a  multibillion- dollar  company,  which,  thanks  in  part  to  your  stel¬ 
lar  contributions,  has  achieved  four  straight  years  of  record-breaking  growth 
and  profit.  Your  assistant  hands  you  the  day’s  schedule  as  you  stride  into 
your  spacious  office,  steaming  cup  of  Starbucks  coffee  in  hand. 

“I  deserve  to  be  here,  ”  you  think,  as  you  wheel  your  chair  around  to  gaze 
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out  at  the  world  from  your  45th-floor  window.  There  is 
nothing  that  surprises  or  intimidates  you,  even  in 
today’s  predatory  world  of  global  business.  You  reign 
as  an  All-Knowing  Oz  in  a  World  of  Cowardly  Lions,  a 
honcho  fit  for  the  21st  century. 

As  your  computer  screen  flickers  on,  there’s  only  one 
thing  that  will  slow  you  down  as  you  get  set  to  begin 
another  kick-ass  day.  You  can’t  remember  how  to 
access  your  e-mail. 

Face  it  CXOs — technology  ain’t  your  strong  suit. 

Yet  today  technology  plays  a  critical  role  in  every  facet 
of  company  decision  making,  whether  it  be  improving 
customer  service  or  making  a  manufacturing  line  more 
efficient.  With  that  in  mind,  this  primer  aims  to  ground 
you  in  some  of  the  key  IT  topics  of  the  moment.  It’s 
light  enough,  we  hope,  to  make  the  dreaded  subject 
interesting;  yet  it’s  substantive  enough  that  you  can  ask 
intelligent  questions  of  your  CIO  without  those  ques¬ 
tions  becoming  fodder  for  CXO  jokes  at  the  next  IS 
department  kegger. 


M 


appened?” 


were  dead. 


A  mainframe  is  a  large  computer  that  handles 
business  transactions.  The  name  derives  from 
its  size  and  processing  power.  First  introduced 
in  the  1950s,  mainframes  became  ubiquitous  over  the 
next  four  decades  and  can  be  found  in  the  data  centers 
of  most,  if  not  all,  large  enterprises.  While  today’s  aver¬ 
age  PC  contains  exponentially  more  computational 
oomph  than  any  of  the  early  mainframes,  the  breed  has 
kept  pace,  packing  many  more  millions  of  instructions 
per  second  into  a  shrinking  package. 

Mainframes  play  host  to  and  process  large  amounts 
of  data — they  are  workhorses,  plowing  the  fields  with 
nary  a  whinny,  but  they  are  dismissed  as  unsexy  by 
some  technophiles  due  to  their  ancient  bloodline. 
Mainframes  are  usually  connected  to  thousands  of 
dumb  terminals.  The  essential  attribute  of  a  mainframe 
is  that  processing  is  undistributed — the  stereotypical 
view  is  that  of  a  huge  server  enclosed  in  a  glass  house 
guarded  by  an  elite  team  of  IS  staff  with  a  street-gang 
attitude  that  says,  “Data  is  power,  and  this  is  our  turf.” 

Sometime  in  the  late  1980s,  a  technology 
called  client/server  computing  threatened 
to  displace  the  mainframe.  In  the 
client/server  model,  processing  power  is 
distributed  flexibly  across  networks  of 
interconnected  workstations  and  servers, 
with  client  PCs  taking  on  many  functions 
formerly  centralized  on  mainframes.  This 
frees  the  mainframe  to  handle  specialized 
tasks  such  as  security  and  database  manage¬ 
ment.  At  the  same  time,  client/server  end  users 
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gain  something  long 
denied  them:  real-time 
access  to  the  “live” 

(meaning  most  cur¬ 
rent  and  relevant) 
enterprise  informa¬ 
tion. 

Many  technolo¬ 
gists  believed  that 
client/server  would 

eventually  render  the  mainframe  useless,  a  doddering 
dinosaur  of  an  early  Technozoic  Era.  However,  imple¬ 
menting  client/server  in  large  enterprises  turned  out  to 
be  fraught  with  difficulty,  complexity  and  high  cost. 
And  mainframes  came  to  be  seen  as  possessing  persis¬ 
tently  valuable  legacy  data  and  applications.  So  instead 
of  going  away  they  continue  to  play  a  useful  role  in  a 
multitiered  computing  architecture  (see  “Are  architec¬ 
ture  and  infrastructure  the  same  thing?”  Page  48). 

CIOs  continue  to  buy  these  behemoths  because  they  are 
reliable  and  secure.  Client/server,  the  trendy  infrastruc¬ 
ture  of  the  1990s,  remains  popular,  especially  in  today’s 
Web-connected  environment,  though  technologists  no 
longer  believe  it  will  solve  Russia’s  debt  crisis  or 
improve  Jim  Nabors’  record  sales. 


u 


What’s  the  latest  buzz  on 

e-commerce? 

You’ve  read  about  it,  you’ve  sat  through  gee- 
whiz  presentations  about  it,  and  CIOs  better 
damn  well  have  big  plans  for  it,  right?  Well, 
yeah,  probably. 

Electronic  commerce  (or  e-commerce),  fueled  by  the 
growth  of  the  Internet,  is  restructuring  industry  value 
chains  and  may  ultimately  have  as  big  an  impact  on  the 
conduct  of  business  as  electric  power  or  the  assembly 
line. 

Today  e-commerce  encompasses  the  full  value 
chain — basically,  anything  that  involves  transaction- 
based  interenterprise  or  customer-facing  technology 
could  fall  under  the  e-commerce  mantle.  It  includes 
using  technology  to  achieve  a  sale,  Web-based  market¬ 
ing  and  sales,  electronic  data  interchange 
(EDI),  customer. and  product  databas¬ 
es,  electronic  catalogs,  ATM  networks 
and  electronic  payment  systems. 
Businesses  are  using  the  Web  to  wring 
every  efficiency  they  can  out  of  their 
relationships  with  suppliers,  factories 
and  distributors,  reducing  the  time  it 
takes  to  design  products,  fulfill  orders 
and  track  sales  and  inventory. 

Business-to-business  purchasing 
over  the  Web  is  more  than  a  blip  on 
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Web  Wide  Words 

Let  us  link  you  to  the  terminology 
of  the  Information  Age 


Internet:  The  Net  comprises  the 
computers,  networks  and  services 
that  allow  information  to  be  shared 
across  the  globe.  It  is  the  network  of 
networks. 

Intranet:  The  collection  of  inter¬ 
nally  used  Web  resources,  usually 
kept  within  a  secure  boundary  known 
as  a  firewall. 

Extranet:  Controlled-access  Web 
resources  made  available  to  a  limited 
community  of  customers  or  trading 
partners. 

World  Wide  Web  (the  Web,  for 
short):  A  portion  of  the  greater 
Internet  that  allows  information  to 
be  published  and  viewed  in  hyper- 
linkable,  interactive,  graphically  rich 
files. 

Browser:  Software  that  allows  a 
user  to  access,  view  and  navigate 
among  files  on  the  Web  through  a 
user-friendly  interface. 

Firewall:  Software  and/or  hard¬ 
ware  that  provide  security  by  isolat¬ 
ing  a  company’s  computer  network 


from  the  rest  of  the  Internet. 

Java:  Programming  language  cre¬ 
ated  by  Sun  Microsystems  Inc.  that 
can  run  on  any  computer.  Because  it’s 
designed  for  network  computing,  it  is 
ideal  for  the  Web. 

Search  engine:  A  tool  that 
allows  users  to  seek  relevant  Web 
information  by  typing  in  a  key  word 
or  words. 

Encryption  technology: 

Supports  a  secure  software  environ¬ 
ment  by  taking  transmitted  informa¬ 
tion  (a  credit  card  number)  and 
changing  it  to  a  string  of  incompre¬ 
hensible  characters. 

Cookie:  If  you  have  a  browser  on 
your  computer,  you  have  a  cookie  file. 
When  you  view  a  Web  page,  that  Web 
server  writes  a  cookie  into  your  file. 
The  cookie  might  contain  a  record  of 
your  visit  and  the  kind  of  information 
you  looked  at.  Companies  with  Web 
sites  drool  over  cookies  because  they 
enable  them  to  record  data  about 
their  customers. 


and  Jane  Doe’s  much-discussed  fear  of 
entering  credit  card  numbers  online  is 
rapidly  diminishing — Internet  sales  dur¬ 
ing  last  year’s  holiday  season  more  than 
tripled  those  of  1997,  suggesting  that 
convenience  has  supplanted  anxiety. 
Before  investing  big-time  in  e-commerce 
initiatives,  however,  executives  must 
wrestle  with  questions  of  cost  and  ROI. 
Companies  may  need  to  focus  on  the 
long-term  value  of  e-commerce  rather 
than  on  the  hefty  upfront  costs,  which 
can  cause  heavy  sweating  and  trembling 
speech  in  board  meetings. 

“Are.architecture  and 
infrastructure  the 
same  thing? 

dcture  a  brain-damaged  spider  try¬ 
ing  to  weave  a  delicate,  silky  mas¬ 
terpiece.  Now,  visualize  a  CIO 
attempting  to  make  sense  of  his  or  her 
company’s  computer  architecture.  Not 
a  pretty  sight. 

Computer  architecture  refers  to  the 
blueprint  of  a  computer  system,  includ¬ 
ing  both  the  layout  of  the  system  and 
how  the  processing  workload  and 
application  logic  are  distributed.  It 
defines  stan¬ 
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corporate  radar:  BusinessWeek  reported  that  by  2000, 
General  Electric  Co.  expects  to  be  buying  $5  billion  of 
supplies  online.  And  business-to-consumer  commerce 
has  taken  off  like  an  F-17 — goods  and  services  sold 
over  the  Net  to  North  American  households  topped 
$8  billion  in  1998,  according  to  Forrester  Research  Inc. 
By  the  end  of  1999,  Forrester  predicts  that  38  percent 
of  U.S.  homes  will  have  access  to  the  Net,  so  the  poten¬ 
tial  consumer  revenue  streams  are  enormous.  While  it’s 
hard  to  make  sense  of  the  hugely  inflated  market  capi¬ 
talizations  of  online  companies  like  Amazon.com  Inc. 
and  E-bay  Inc.,  many  regard  their  stock  performances 
as  a  future  vote  of  confidence  for  online  commerce. 

Security  remains  an  important  issue,  however. 
Firewalls  and  encryption  technologies  help  keep  hack¬ 
ers  at  bay  (see  “Web  Wide  Words,”  above).  And  John 


dards  ensur¬ 
ing  that 
hardware 
and  soft¬ 
ware  from 
different 
vendors  will 
work  to¬ 
gether  and  that  data  can  be 
shared  across  different  plat¬ 
forms.  Most  large  companies 
have  a  number  of  incompatible  systems 
that  have  been  carefully  integrated  over 
the  years.  The  causes  of  this  incompati¬ 
bility  have  included  a  lack  of  standards  and  a  bunch  of 
vendors  maintaining  their  advantage  by  pushing  sys¬ 
tems  that  claim  to  be  based  on  standards  but  some¬ 
times  play  fast  and  loose  with  them. 

By  contrast,  infrastructure  consists  of  the  physical 
components  of  the  computing  architecture — wiring, 
routers,  switches,  middleware,  operating  systems, 
servers  and  sometimes  desktop  PCs.  Most  of  this  stuff 
is  invisible  to  you.  However,  when  your  computer 
freezes  or  your  network  goes  down,  it  doesn’t  seem  so 
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invisible  anymore.  Next  time  that  happens,  at 
least  you’ll  know  to  scream,  “You  gollydarn 
infrastructure!”  before  you  sneak  out  to  play 
a  quick  18  holes. 

‘I  acknowledge  my  lack  of 
knowledge 

Pleasefielp.” 

If  you  believe  the  hype,  knowledge  management 
(KM)  will  do  everything  from  vaulting  your  com¬ 
pany  to  the  top  of  the  Fortune  500  to  removing 
those  pesky  grape  juice  stains  from  your  tie. 

Knowledge  management  describes  the  efforts  by 


and  you’ve  just  told  yourself  you’ll  sign  a 
blank  check  to  the  next  KM  consultant 
who  walks  through  your  door.  But  before 
you  do,  take  a  deep  breath.  While  many 
companies  claim  to  have  significant  knowl¬ 
edge  sharing  going  on,  with  reams  of  data  in 
their  Notes  databases  to  prove  it,  the  reality  is  their 
employees  may  never  use  it.  This  is  because  they  may 
not  know  it’s  there  or  because  the  database  is  a  disor¬ 
derly  dumpster  for  informational  bric-a-brac.  Similarly, 
workers  may  be  reluctant  to  share  the  knowledge  in 
their  brains  and  on  their  desktops  with  others — after 
all,  knowledge  is  power,  and  the  impulse  to  hoard 
rather  than  share  is  strong.  The  key  ingredient  to  suc¬ 
cessful  KM,  therefore,  is  not  some  off-the-shelf  tech- 


Bandwidth:  The  amount  of 
data  a  network  can  transport  in 
a  given  period  of  time.  Higher 
bandwidth  means  more  data 
per  second  can  be  transferred. 
Broadband:  A  network  that 
provides  very  high  bandwidth. 


ISDN  (integrated  services 
digital  network):  International 
communications  standard  for 
transmitting  voice,  video  and 
data  over  existing  telephone 
lines.  ISDN  uses  digital  tech¬ 
nology,  which  allows  data  to  be 


transmitted  much  faster  than 
standard  phone  lines. 

LAN  (local  area  network):  A 
communications  network  that 
connects  users  within  a  single 
location,  such  as  an  office. 
TCP/IP  (transmission  control 
protocol/Internet  protocol): 
This  is  one  of  the  core  stan¬ 
dards  of  the  Net  and  makes 
communicating  among  all 


sorts  of  different  computers 
possible. 

WAN  (wide  area  network):  A 
communications  network  that 
connects  widely  separate  loca 
tions.  Think  of  WANs  as  the 
interstate  highways  and  LANs 
as  the  secondary  roads  con¬ 
necting  them. 

Ethernet:  A  LAN  standard 
used  in  many  organizations. 


organizations  to  find,  collect  and  organize  the  intellec¬ 
tual  capital — knowledge- — of  their  companies. 
Employees  are  encouraged  to  share  their  knowledge 
and  use  the  knowledge  of  others,  both  inside  and  out¬ 
side  the  organization,  to  help  themselves  and  further 
company  goals.  The  payoff  for  companies  includes 
improved  project  coordination,  better  teamwork  and 
closer  customer  relationships. 

All  KM  efforts  begin  with  content  of  various  kinds 
that  might  have  value  to  others:  best  practices  gleaned 
from  a  recent  project,  a  conversation  with  a  peer  at  a 
conference,  your  company’s  HR  manual  and  so  on. 

The  information  could  reside  on  a  corporate  intranet 
or  in  a  database  accessed  using  groupware  (specialized 
software,  such  as  Lotus  Notes,  that  supports  collabora¬ 
tion  and  communication  among  groups). 

Some  companies  even  have  chief 
knowledge  officers  at  the  helm  of  their 
KM  efforts  (though  these  folks  often 
stand  on  the  fringes  at  business  confer¬ 
ences  to  avoid  having  to  explain  their 
titles). 

So  now  you  understand  all  the  fuss, 


nology  sold  by  teams  of  eager  consultants  promising 
the  moon  but  delivering  only  a  satellite  or  two.  Rather 
real  KM — getting,  refining  and  sharing  information 
across  the  business — requires  enormous  organizational 
change.  Only  companies  willing  to  remake  their  cul¬ 
tures  around  the  value  of  sharing  information  and 
insight  will  receive  the  much-touted  but  rarely  deliv¬ 
ered  benefits. 

“Internet,  intranet,  extranet- 
what  the  heck  is  the  difference? 

Less  and  less,  as  it  turns  out.  When  businesses  fell 
head  over  heels  in  love  with  the  Internet,  Web 
sites  began  popping  up  like  crocuses  after  a 
spring  rain.  “We  are  here!”  they  seemed  to  shout. 
“And  aren’t  we  wonderful?” 

In  these  early  spasms  of  creation,  out- 
ward-facing  Internet  sites  and 
inward-facing  intranets  were 
reared  by  distinctly  different  par¬ 
ents — siblings  separated  not 
merely  at  birth  but  well  before  it. 
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Marketing  and  corporate  communication  groups  took 
custody  of  everything  that  looked  out  upon  (and  was 
accessible  by)  the  world  (Internet  sites);  IT  departments 
and  (sometimes)  corporate  librarians  took  custody  of 
the  intranets,  which  aimed  at  being  information  reposi¬ 
tories  and  process-streamliners. 

In  those  early,  willy-nilly  efforts  hardly  a  thought 
was  given  to  enterprise  Web  strategy.  The  possibility 
that  an  intranet  might  have  interlocking  interests  with 
an  Internet  site  seemed  remote  (after  all,  they  were  kept 
apart  by  that  forbidding  mechanism,  the  firewall). 

Ultimately,  a  third  sibling  came  along:  the  preco¬ 
cious  and  highly  sociable  extranet.  Through  the  medi¬ 
ating  auspices  of  extranets,  the  barriers  separating  the 
siblings  have  become  less  distinct  than  before.  Because 
of  its  interenterprise  nature,  an  extranet  often  brings 
partners  in  through  the  firewall  and  enables  their  inter¬ 
action  with  internal  business  processes. 

Likewise,  an  extranet  can  draw  upon  the 
resources  of  Internet  sites.  So  creating  and 
sustaining  this  extroverted  third  sibling  can 
require  coordination  across  multiple  enter¬ 
prise  functions  and  activities. 

As  a  result,  business  enterprises  now  rec¬ 
ognize  the  need  for  a  coordinated,  overar¬ 
ching  strategy  that  artfully  unifies  (or  at 
least  acknowledges  the  interrelationship 
of)  these  three  Web  resources — each  of 
which  increasingly  draws  upon  the  power 
of  back-end  legacy  systems  and  business 
processes. 

‘Hey,  what’s  the  deal  with  network 
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For  an  online  version  of  this  arti 
cle,  to  which  we  will  be  adding 
new  entries  over  time,  go  to 

enterprise.cio.com /geektome. 


Computers? 

N: 


’etwork  computers  (NCs)  are  PCs  minus  a 
hard  or  floppy  drive,  which  means  software 
applications  and  files  cannot  be  stored  locally. 
Instead,  applications  reside  on  a  server.  Think  of  the 
server  as  a  giant  vending  machine,  a  pack  of  Chuckles 
as  an  application  and  yourself  as  an  NC  in  dire  need  of 
a  sugar  fix.  If,  on  the  other  hand,  you  were  a  PC,  you 
could  swallow  75  cents  and  self-dispense  those  chewy 
red,  green  and  yellow  squares.  Unlike  PCs,  NCs  cannot 
run  by  themselves;  they  depend  on  a  network.  Bottom 
line:  PCs  are  more  powerful  than  NCs. 

NC  vendors  tout — and  CIOs  are  entranced 
by — the  stripped-down  computers  as  cheaper 
alternatives  to  PCs,  which  generally  cost  more 
per  unit  and  are  expensive  and  cumbersome 
to  maintain.  NCs  are  easier  to  administer, 
meaning  fewer  frantic  calls  to  the  help  desk 
from  Jones  in  finance  when  he  loads  a  home¬ 
grown  accounting  program  onto  his  PC. 

Simplified  software  upgrades  are  another  ben¬ 


efit.  However,  NCs  do  not 
come  baggage-free.  They 
require  higher  network- 
related  costs,  reducing  the 
savings.  They  aren’t 
suited  to  users  who 
need  a  lot  of  pro¬ 
cessing  power  nor 
to  remote  users 
(sending  data  back 
and  forth  between  a 
server  and  a  laptop  is 
messy).  And  just  try  telling  the  executives  in  your  com¬ 
pany  that  you’re  replacing  their  PCs  with  IS-controlled 
boxes — taking  away  their  desktop  power  may  not  be  a 
smart  career  move. 

Most  companies  are  currently  sitting  on  the  side¬ 
lines,  waiting  for  the  battle  among 
competing  vendors — Microsoft 
Corp.,  Sun  Microsystems  Inc.  and 
Oracle  Corp.,  to  name  a  few — to 
play  out  before  deciding  whether  to 
buy  NCs.  At  the  moment,  there  is 
no  clear  standard  nor  is  there  a 
clear  winner.  And  to  confuse  things 
further,  vendors  offer  NCs  with  PC 
characteristics  and  PCs  that  are 
dumbed  down. 

Few  companies  that  buy  NCs 
will  completely  replace  their  PCs. 
Instead,  NCs  may  become  popular  for  certain  applica¬ 
tions,  such  as  call  centers,  reservations  and  order 
entries.  PCs  will  continue  to  rule  the  roost  in  compa¬ 
nies  for  the  time  being. 

Solitaire  anyone? 

“I  hear  a  lot  about  data  warehousing 
and  „  What  are  the 

benefits?  Are  there  any  drawbacks?” 

Having  trouble  visualizing  a  data  warehouse? 

Think  of  12  fraternity  brothers  stuffing  them¬ 
selves  inside  a  Volkswagen  Beetle.  Each 
drunken  frat  boy  represents  reams  of  company  data. 

The  Beetle  is  the  warehouse.  The  dash¬ 
board  represents  the. ..oh,  never  mind. 
One  of  the  more  hyped  technology 
solutions  in  recent  years,  data 
warehouses  have  become  de 
rigueur  in  many  large  compa¬ 
nies.  A  warehouse  is  a  database 
that  holds  large  amounts  of  his¬ 
torical  business  data  in  one 
place.  The  wonderful  thing 
about  warehouses  is  that  they 
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Deploying  OLAP 

for  Web,  Windows,  Excel, 
or  mobile  users  is  one  thing. 


There  are  many  ways  to  deploy  OLAP  across  the  enterprise.  But  until 
now,  you  needed  separate  servers  to  support  each  type  of  OLAP  user.  Not 
any  more.  The  new  PowerPlay®  Enterprise  Server  from  Cognos  delivers 
powerful  OLAP  for  Web,  Windows,  Excel,  and  mobile  users-all  from  a 
single,  centrally-managed  enterprise  server  that  runs  on  UNIX  and  NT. 


Doing  it  all  from  a 


single 
server 

is  our  thing. 


www.  cognos .  com/freetrial 

Cognos.  the  Cognos  logo,  Better  Decisions  Every  Day  and  PowerPlay  are  trademarks  o(  Cognos  Inc. 


One-step,  cost-efficient  enterprise  OLAP  deployment  and  administration 
from  a  single  server  is  at  last  a  reality  —  regardless  of  how  your  users 
are  connected  —  Web,  WAN,  LAN,  or  mobile.  The  data  itself  can  be 
produced  by  PowerPlay  or  a  wide  range  of  3rd  party  OLAP  services.  All  of 
which  adds  up  to  the  fastest  time  to  results  and  lowest  cost  of  ownership 
of  any  Enterprise  Business  Intelligence  solution  on  the  market  today.  Find 
out  why  PowerPlay  Enterprise  Server  is  an  OLAP  advancement  of  singular 
importance.  Call  us  at  1-800-426-4667  ext.  2099. 


0m 


PowerPlay  Enterprise  Server 

Enterprise  OLAP  from  a  Single  Server 

Register  for  a  Cyber  Seminar  at 
www.  cognos.  com/freetrial 
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collect  data  from  across  the  enterprise  and  make 
it  easily  accessible  for  analysis.  For  example,  a 
retailer  might  collect  a  customer’s  demographic 
information,  purchases,  returns  and  credit  card 
usage.  Data  like  this  can  help  businesses 
improve  customer  service  and  explore  new 
business  opportunities. 

Data  mining  uses  automated  tools  to  extract 
data  from  a  warehouse  in  order  to  analyze  pat¬ 
terns,  trends  and  relationships.  By  mining, 
companies  aim  to  refine  large  clots  of  data  into 
useful  information.  A  credit  card  company,  for 
example,  analyzed  two  years  of  customer  pay 
ment  data  and  discovered  that  reducing  mini¬ 
mum  payment  requirements  for  customers 
consistently  near  their  credit  limits  increased 
their  average  balances,  which  generated 
more  interest  revenue  for  the  company. 

Some  banks  use  mining  tools  to  determine 
how  customers  will  react  to  interest  rate 
adjustments. 

Not  all  data  warehouse  projects  suc¬ 
ceed,  however.  Many  an  expensive  project 
hits  the  skids  because  of  a  lack  of  partner¬ 
ship  between  business  managers  and  IS, 
unclear  business  objectives  and  metrics, 
and  a  failure  to  comprehend  the  enormous 
investment  needed  in  people  and  resources.  A  bevy  of 
data  mining  tools  on  the  market  means  that  companies 
must  do  their  homework  to  make  sure  they’re  pur¬ 
chasing  the  right  tools. 


LBl 

Jttonj 

“Why  does  it  take .  ,  to 

install  an  application  on  our 
network?”  '  * 


Or  to  rephrase  the  question  from  an 
executive’s  point  of  view:  “Why  the 
#!&$  does  it  take  so  #!&$  long  to 
install  an  application  on  our  #!&$  network?! 

The  answer  lies  in  a  word:  integration. 

Integration  involves  making  computer 
applications  that  were  never  meant  to  talk 
with  each  other  as  conversant  as  Sam  and 
Cokie  on  Sunday  morning.  Why  all  these 
mismatched  applications?  Traditionally, 
each  function  within  an  organization  had 
its  own  system;  there  was  little  need  to  cross-link  infor¬ 
mation  among  systems.  Today,  as  barriers  between 
functions  continue  to  dissolve,  companies  are  increas¬ 
ingly  sharing  data  enterprisewide — a  bank’s  marketing 
department  wants  customer  information  from  finance 
for  a  new  campaign,  a  hospital  needs  patient  data 
stored  in  different  systems  in  different  locations. 
However,  because  there  have  been  relatively  few  stan- 


Intel’s  Pentium  111  chip 

“tei  unconvinced  I!  UnCing  Serial  "™ber  Pri*°  „  , 

~T.  Datz 


dard  plat¬ 
forms  over  the  years,  those  creative  IS 

folks  need  to  write  new  software  programs  and  use 
all  sorts  of  gizmos,  such  as  bridges  and  gateways — 
think  Scotch  tape  and  chewing  gum — to  allow 
applications  to  work  together. 

If  you’re  starting  to  think  that  all  this  layering  of 
pears  upon  apples  upon  oranges  seems  a  bit  tricky, 
you’re  right.  In  fact,  integration  remains  one  of  the 
major  IT  challenges  facing  companies  today. 
Businesses  can’t  afford  to  throw  out  old  systems 
and  they  can’t  get  everything  they  need  from  off-the- 
shelf  applications.  So  the  challenge  is  to  integrate  in 
the  simplest,  most  efficient  way  possible,  which  is 
kind  of  a  long  oxymoron. 

To  deal  with  this  chaotic  swirl,  some  IS  depart¬ 
ments  employ  single-solution  providers,  internal 
integration  teams  and  enterprise  resource  planning 
(ERP)  products  that  integrate  all  a  company’s  func¬ 
tional  processes  with  one  software  package.  These 
efforts  buffer  the  screams  but  don’t  solve  the  night¬ 
mares. 

So  if  you’re  wondering  why  your  company’s  new 
e-mail  package  took  six  months  to  install,  blame  it  on 
#!&$  integration. 


Features  Editor  Todd  Datz  can  be  reached  via  e-mail 
at  tdatz@cio.com. 
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fou  can  always  tell  when  you’re 
in  the  presence  of  a  masterpiece. 


“With  its  ability  to  support  high-volume  processing 
in  multiple  currencies  and  languages,  Masterpiece 
provides  the  ideal  financial  management  solution 
for  our  multinational  operations.” 

KLM 

The  Netherlands 


KLM 


INSURANCE 


“Access  to  Masterpiece/Net 
through  a  browser,  via  a 
standard  Windows  interface, 
will  not  only  simplify 
information  access  and 
delivery  for  the  casual  user; 

it  will  extend  our  remote 
computing  options  throughout 
the  entire  enterprise” 


FAI 

Insurance 


Sydney,  Australia 


ITT  Systems 

“For  a  financial  software  system  with  the  sophistication, 
versatility  and  depth  of  Masterpiece/Net,  we  were 
astonished  at  how  fast  Prestige  had  it  all  up  and  running” 

ITT  Systems 
Colorado  Springs,  Colorado 


"MASTERP1ECE7NET  IS  THE  UNIVERSAL  LANGUAGE  OF  FINANCE." 

When  Prestige  Software  International™  introduced  Masterpiece®/Net,  we  were  confident  the  global  financial  harmony  it  offered  would 
draw  a  positive  reception.  But  even  we  were  overwhelmed  by  the  raves  it  received.  Financial  managers  from  Los  Angeles  to  London  applaud  its  global 
functionality.  Its  astonishing  range  lets  them  seamlessly  manage  worldwide  business  operations  over  the  Internet/Intranet. 

Masterpiece/Net  allows  anyone  at  a  desktop  to  share  documents  across  the  enterprise  and  around  the  globe.  It  supports  local  taxation  methods  and 
accounting  practices  in  places  as  diverse  as  Paris  and  Shanghai.  And  it  monitors  business  events  to  get  the  right  information  to  the  right  person.  Like 
letting  the  appropriate  employee  know  a  purchase  order  awaits  approval.  Or  a  customer's  balance  exceeds  their  credit  limit. 

The  fact  is,  our  versatile  software  has  been  acclaimed  for  everything  from  its  forecasting  powers  to  its 
Year  2000  and  Euro  readiness. 

If  you'd  like  to  find  out  how  well  Masterpiece/Net  can  perform  for  your  financial  operations— and  how 
amazingly  fast  all  its  functionality  can  be  implemented— call  us  at  1-800-753-4321,  and  visit  our  website  at 
www.prestigesoft.com.  Both  will  be  well  worth  your  time. 

And  you  can  quote  us  on  that. 
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LEADING  CHANGE 


IT’S  DIFFICULT  ENOUGH  FOR  THE  AVERAGE  CEO 
to  satisfy  a  board  of  directors — even  tougher  for 
a  corporate  turnaround  specialist,  who’s  bound 
to  make  some  unpopular  decisions.  But  how 
would  you  like  to  transform  an  ailing  company 
while  reporting  to  535  people?  Worse  yet,  535  people 
much  inclined  to  internecine  bickering? 

That’s  the  challenge  Philip  N.  Diehl  took  on  when  he 
became  director  of  the  U.S.  Mint  in  1994.  He’s  spent  the 
past  five  years  on  Capitol  Hill,  persuading  his  “bosses”  in 
the  House  and  the  Senate  to  pass  the  legislation  he  needed 
to  build  a  new  organization.  And  as  the  laws  have  changed, 
Diehl  has  turned  the  $1  billion  government  bureaucracy 
into  the  closest  approximation  of  a  private  sector  company 


A  determined  leader  and  a  few  crazy  years  remake  the  money-maker 


Reader  ROI 

IF  YOU  DON’T  READ  THIS, 

you’ll  miss  out  on  how 

►  A  government  agency  remade 
itself  in  the  image  of  private 
enterprise 

►  The  U.S.  Mint  pulled  its  legacy 
systems  into  the  1990s 

►  Mint  workers  evolved  from 
bureaucrats  to  customer- 
responsive  employees 


that  the  re-inventing-government 
crowd  has  yet  to  see.  He’s  insti¬ 
gated  a  series  of  strategic,  cultural 
and  technical  revolutions.  He’s 
reorganized  the  Mint  from  direc¬ 
tor  to  janitor,  asked  his  employ¬ 
ees  to  learn  a  completely  new  way 
of  doing  business  and  tossed  a 
massively  complicated  computer 


system  on  top  of  all  that  change.  At  times,  he  says,  it  felt 


like  a  war  being  fought  on  multiple  fronts,  and  he  had  a 


devil  of  a  time  keeping  the  chaos  from  overwhelming  his 
troops.  But  the  campaign  has  paid  off:  The  Mint  is  one  of 
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the  nine  organizations  originally  chosen  by  President  Clinton 
and  Vice  President  Gore  to  pursue  “performance-based  organ¬ 
ization”  status  (government-speak  for  behaving  like  a  private 
sector  company).  It  also  now  ranks  second  only  to  the  former 
Mercedes  Benz  Co.  in  customer  service,  according  to  a  study 
by  the  University  of  Michigan. 

Nancy  Killefer,  the  assistant  secretary  for  management  and 
CFO  at  the  Department  of  the  Treasury,  gives  Diehl  and  his 


management  team  a  lot  of  credit  for  the  job  they’ve  done.  “Phil 
brought  about  a  number  of  important  changes  at  the  Mint,” 
says  Killefer,  adding  that  Diehl  and  his  team  “have  collectively 
provided  leadership  across  the  Mint  and  done  a  very  fine  job.” 

Breaking  the  Mold 

A  former  chief  of  staff  for  ex-Treasury  Secretary  Lloyd  Bentsen, 
Diehl  says  he’s  always  been  intrigued  by  the  Mint  because, 
unlike  most  government  agencies,  it  actually  produces  and  sells 
a  product.  That  made  it  an  obvious  candidate  for  the  federal 
improvement  initiative  known  as  the  1993  Government 
Performance  and  Results  Act.  “I  saw  it  as  a  diamond  in  the 
rough,”  says  the  47-year-old  Texan.  “Here’s  an  agency  that 
actually  has  real  customers.” 

But  when  Diehl  was  confirmed  as  director  by  the  Senate  in 
June  1994,  the  Mint  also  had  real  problems.  It  was  so  disor¬ 
ganized,  according  to  an  article  in  The  Washington  Post,  that 
nobody  knew  how  many  coins  were  in  inventory  at  one 
time,  even  though  the  Mint’s  chief  responsibility  was 
to  produce  an  adequate  volume  of  coins  for  circula¬ 
tion.  The  Mint’s  coin  plant  superintendents — in  Denver, 


Philadelphia,  San  Francisco  and  West  Point,  N.Y. — ran  their 
groups  like  “small,  balkanized  fiefdoms,”  recalls  Diehl. 
Moreover,  the  Mint’s  sideline  business  of  producing,  selling 
and  marketing  collectible  and  bullion  coins  (otherwise  known 
as  numismatics)  was  in  dire  financial  straits — but  since  the 
Mint  ran  on  government  appropriations,  it  was  difficult  to 
instill  a  sense  of  fiscal  urgency. 

Likewise,  an  organizational  focus  on  customer  service  was 
anathema  to  the  Mint.  Coin  collectors  had  long 
complained  that  it  took  months  to  receive  orders, 
but,  says  Diehl,  Mint  workers  just  shrugged  it  off. 
“We  were  a  monopoly,  so  why  listen?”  he  says, 
describing  their  attitude.  The  familiar  fatalism  of 
a  long-standing  bureaucracy  hung,  foglike,  in  the 
D.C.  headquarters. 

Diehl  decided  to  concentrate  on  customer  ser¬ 
vice  and  the  Mint’s  financial  mess  first.  He  brought 
in  Treasury  alumnus  John  Mitchell  to  deal  with  the 
numbers.  And  he  tossed  down  a  gauntlet  to  the  cus¬ 
tomer  service  folks  by  announcing  publicly  that  the 
Mint  would  start  shipping  95  percent  of  its  orders 
within  six  weeks.  L.L.  Bean  might  scoff  at  such 
turnarounds,  but  it  was  unheard  of  at  the  Mint.  “I 
did  it  to  hold  [customer  service’s]  feet  to  the  fire,” 
he  says.  “I’m  not  very  patient  with  that  kind  of 
complacency.”  (Mint  employees  responded  and 
were  shipping  orders  within  four  weeks.) 

Diehl  next  attacked  the  issue  of  the  feudal  super¬ 
intendents.  The  trouble  was  that  they,  along  with 
four  other  senior  positions,  were  presidential 
appointments,  and  the  appointees  “didn’t  see  the 
head  of  the  Mint  as  their  boss,”  says  Diehl.  He 
worked  his  contacts  at  the  Treasury  and  started 
the  governmental  gears  grinding.  It  took  a  year  and 
a  half,  but  he  finally  won  congressional  approval 
to  switch  4  out  of  10  appointed  positions  to  civil 
service  jobs  and  eliminate  5  positions  altogether. 
(One  appointee  remains  on  staff,  he  admits  sheepishly:  himself.) 
Out  went  two  of  the  incumbent  superintendents,  replaced  by 
Diehl’s  hires  recruited  from  the  private  sector. 

Learning  to  Earn 

Even  the  snappiest  of  corporate  managers  would  quail  at  the 
Mint’s  byzantine  financial  rules,  which  were  written  into  fed¬ 
eral  law.  “There  were  five  different  funds  that  interacted,”  says 
Diehl.  “It  was  mind-boggling  how  complicated  it  was.”  So  in 
1995,  Diehl  trudged  up  to  Congress  again  and  cajoled  and 
persuaded  his  way  through  the  banking  and  treasury  com¬ 
mittees  of  both  the  House  and  the  Senate. 

The  resultant  legislative  changes  freed  the  Mint  from  fund¬ 
ing  by  appropriations — about  $60  million  annually.  The  Mint 
would  finally  be  able  to  plan  capital  expenditures  as  it  pleased 
and  plan  ahead  more  than  one  year.  Rather  than  using  money 
that  came  with  congressional  strings  attached,  the  agency 
would  generate  a  budget  from  its  ability  to  manufacture  and 
sell  coins,  a  step  that  would  help  burn  off  that  bureaucratic 
fog  with  the  glare  of  an  increased  urgency  for  profits. 

But  ironically  for  a  monopoly,  the  Mint  faced  hurdles  in  its 


‘ Things  did 
get  heated, 
but  it  was  my 
responsibility 
to  keep  us 
motivated  and 
on  schedu\e.<i^^^ 


-JACKIE  FLETCHER, 
CIO,  U.S.  MINT 
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Solutions  for  a  small  planet 


LEADING  CHANGE 


1994 


1995 


Project  1 

Customer  Service 

February  1994 

Diehl  issues  customer  service  edict 


1996 


October  1995 

Consultants  begin  customer 
service  overhaul 


June  1994 

Service  target  met 


Project  2 

Strategic  Planning 

October  1995 

Rudimentary  strategy 
plan  written 


March  1995 

John  Mitchell  hired  as  deputy  director 


September  1995 

David  Pickens 
starts  as  associ¬ 
ate  director  of 
numismatics 


November  1995 

Mint  switches  from 
appropriations-based 
budget  to  profit- 
driven  one 


quest  for  profitability.  Coin  usage  was  down,  partly  victim  of 
the  increased  use  of  credit  cards  and  other  forms  of  electronic 
payment.  The  numismatics  business,  with  a  shrinking  customer 
base  of  mostly  older  men,  was  also  burdened  with  the  albatross 
of  an  expensive  congressional  commemorative  coin  program 
that  had  much  to  do  with  political  influence  and  little  to  do  with 
customer  demand.  And  while  Diehl’s  customer  service  edict  had 
helped  cut  product  delivery  time,  he  and  Mitchell,  who  by  now 
was  deputy  director,  knew  that  the  Mint’s  service  still  lagged. 
The  two  realized  that  profitability  was  inextricably  linked  to  its 
customers’  wants  and  needs  and  that  the  numismatics  division 
must  reflect  that  vision.  Diehl  brought  in  David  Pickens  as  asso¬ 
ciate  director  for  numismatics  to  effect  the  change.  Says  Pickens, 
“Phil  [Diehl]  laid  out  a  vision  of  a  more  customer-oriented  busi¬ 
ness  that  was  intriguing  to  me,”  especially  as  the  plan  involved 
a  government  agency  that  Pickens,  a  former  Mint  employee, 
had  good  reason  to  know  was  not  big  on  customer  service. 

Pickens  and  his  marketing  team  commenced  building  a 
blueprint  for  the  renovation  of  the  numismatics  marketing 
group.  Meanwhile,  Diehl  brought  in  a  customer  service  con¬ 
sultancy  to  benchmark  Mint  performance  against  mail-order 
greats  such  as  L.L.  Bean  and  Lands’  End.  “We  were,  frankly, 
embarrassed,”  Diehl  says  of  the  results.  The  consultancy  used 
benchmarks  in  2 1  categories  to  create  a  set  of  about 
35  customer  service  metrics,  such  as  how  long  it 
took  to  fill  an  order,  issue  a  refund  or  answer  cus¬ 
tomer  questions.  These  measurements  were  tracked 
on  an  hourly,  daily,  weekly  and  monthly  basis,  and 
the  customer  service  folks  use  them  as  a  barometer 
of  success  in  meeting  their  target  goals.  For  exam¬ 


ple,  if  it  took  the  Mint  34  days  to  send  a  refund  and  the  indus¬ 
try  average  was  7,  the  system  helped  the  service  representa¬ 
tives  measure  how  far  they  were  from  that  goal  of  7  days.  The 
Mint  upgraded  the  telecommunications  system  with  a  $9  mil¬ 
lion  investment  in  fiber-optic  call  management  systems  and 
videoconferencing  technology.  The  result?  Customers  got  their 
coins  in  two  to  three  weeks. 

As  part  of  the  numismatics  reorganization,  Diehl  returned 
to  the  now-familiar  halls  of  Congress  and  began  his  assault 
on  congressional  commemorative  coins  program.  This  was  a 
favorite  serving  of  pork  for  congressional  delegates  because 
the  coins  carried  a  surcharge  that  went  to  lawmakers’  pet  char¬ 
ities.  Trouble  was,  every  year  Congress  ordered  as  many  as 
four  or  five  of  these  coin  programs,  which  often  involved  mil¬ 
lions  of  coins.  Some  sold,  but  many  languished  in  inventory, 
and  the  Mint  had  to  eat  the  loss.  (Pickens  cites  the  huge 
Olympic  Coin  program  as  a  major  money-loser.)  Working 
with  Rep.  Michael  Castle,  Diehl  convinced  Congress  to  cut 
down  its  commemorative  coin  addiction  to  two  a  year,  reduc¬ 
ing  annual  mintages  by  90  percent. 

Fueled  by  their  early  success  with  customer  service,  Pickens 
and  his  team  grew  downright  nosy  about  who  their  customers 
were  and  what  they  bought.  The  tantalizing  database  of  order 
information  on  the  Mint’s  legacy  mainframe  system  taunted 
them.  If  they  could  only  get  at  that  information,  the  Mint 
could  target  customers  more  effectively  and  better  forecast 
market  demand.  For  example,  the  Mint  typically  mailed  12 
to  15  promotions  a  year.  Some  were  for  $8  coins,  others  for 
$1,500  rarities.  “They’re  for  very  different  markets,  but  we 
sent  everything  to  everybody,”  sighs  Diehl.  Why?  “We  ran 
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1998 


1999 


Project  3 

ERP  Implementation 

May  1996 

ERP  software  analysis  begins 


September  1997 

PeopleSoft  ERP  chosen 


October  1997 

Coins  (ERP)  system  implementation  begins 


September  1997  January  1998 

Strategic  reorganization  planning  begins  strategic  reorganiza- 

.  tion  plan  completed 

October  1997 

First  “real”  corporate  strategic  plan  written 


Project  4  Marketing 


September  1996 

Marketing  reinvention  begins 


July  1997 

Marcus  marketing  system  implementation  begins 


October  1997 

Legislative 
reform  of  com¬ 
memorative 
coin  program 
begins 


Project  5  Coin  Programs 

August  1998 

December  1998 

One-dotlarcoin 

•  Legislation  authorizes 

design  and 

50-state  quarter  program 

selection  process 

and  new  one-dollar  coin 

begins 

•  First  state  quarter  is  minted 

into  a  wall  called  information  systems,”  he  says.  The  main¬ 
frame  was  unable  to  slice  the  data  in  any  meaningful  fashion, 
and  only  a  few  IS  staffers  knew  how  to  access  the  informa¬ 
tion.  Marketing  staff  had  to  ask  the  IS  group  to  query  the 
mainframe  with  questions,  and  getting  answers  could  take 
weeks  or  months.  “Our  customer  list  was  one  of  the  crown 
jewels  of  the  Mint,  yet  we  couldn’t  use  it,”  says  Diehl. 

Recasting  the  Mint 

Diehl,  Pickens  and  the  marketing  staff  started  looking  for  a 
database  marketing  specialist  to  advise  them.  The  company 
name  that  repeatedly  came  up  was  Dialogos  Inc.  in  Boston, 
run  by  Vernon  Tirey.  Tirey  ended  up  advising  them  on  much 
more  than  database  marketing.  The  Mint  started  out,  says 
Diehl,  wanting  to  ask  simple  questions  of  its  database  with¬ 
out  waiting  two  months  for  a  response.  It  ended  up  with  a 
complete  reorganization  of  its  business  units. 

Tirey  says  that  a  new  computer  system  would  not  have  been 
enough  to  cure  the  Mint’s  marketing  woes.  “We  could 
improve  their  marketing  programs  and  give  them  ad  hoc  query 
technology,  but  they’d  never  fulfill  their  potential,  because  the 
Mint  was  not  organized  properly,”  he  says. 

Tirey’s  words  acted  as  a  catalyst  for  Diehl,  who  grew  deter¬ 
mined  to  make  the  very  structure  of  the  Mint  reflect  the  needs 
of  its  customers.  This  is  old  news  to  many  corporations,  but 
Diehl  says,  “It  was  largely  unheard  of  in  government,  even  for 
a  small  agency  [2,200  employees]  like  ours.” 

Working  with  Tirey  in  late  1997,  Diehl  and  his  executive 
team — Deputy  Director  Mitchell,  the  heads  of  the  four  pro¬ 
duction  facilities,  the  chief  counsel,  the  head  of  security  and 


the  CFO — dug  into  some  of  the  Mint’s  underlying  problems. 

For  one  thing,  the  Mint’s  functional  departments  had  a  bad 
habit  of  not  collaborating  across  departments,  leading  to 
tremendous  inefficiencies,  says  Diehl.  If  the  Mint  had  a  new 
collectible  coin  in  the  works,  for  example,  the  planning 
between  marketing  and  manufacturing  was  chaotic  at  best. 
Marketing  produced  what  it  thought  was  the  right  amount  of 
packaging,  and  manufacturing  produced  what  it  thought  was 
the  right  amount  of  coins.  If  they  had  more  coins  than  pack¬ 
aging,  the  excess  was  melted  down,  or  if  the  reverse,  packag¬ 
ing  was  thrown  away,  both  wasteful  and  expensive. 

“It  took  the  bureaucratic  equivalent  of  an  independent 
counsel  to  find  out  what  was  wrong,”  says  Diehl.  “Everybody 
was  so  afraid  of  taking  the  blame,  it  was  hard  to  diagnose  the 
cause  of  failure.” 

Diehl  knew  he  wanted  to  radically  reorganize  the  Mint,  and 
that  numismatics,  the  “sexiest”  division,  still  needed  major  ren¬ 
ovation.  His  management  team  agreed  with  him  in  principle. 
But  moving  from  principle  to  reality  is  never  simple.  As  Tirey 
points  out,  Diehl  had  a  problem:  He  couldn’t  just  issue  orders 
to  his  executive  team,  he  wanted  them  to  figure  it  out  for  them¬ 
selves.  “If  the  team  didn’t  learn  how  to  work  together,  the 
organization  was  never  going  to  succeed,”  says  Tirey. 

Diehl  decided  to  try  incarceration  as  a  teamwork  tool.  “We 
locked  the  leadership  team  in  a  room  and  said,  ‘Here’s  our 
strategic  plan.  We  now  need  to  reorganize  the  assets  of  our 
organization  to  fit,”’  recalls  Diehl.  He  stayed  away  from  the 
room  “because  it  needed  to  be  their  plan.  Otherwise,  they 
would’ve  kept  deferring  to  me.” 

Tirey,  who  facilitated  the  incarceration,  built  a  computer 
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Did  you  know  the  reliability  of  the  U.S.  electrical 
grid  is  worse  than  almost  any  piece  of  networking 
equipment  you  might  plug  into  it?  All  your  hard 
work  building  redundancy  into  the  network  could 
be  wasted  when  the  next  thunderstorm  rolls 
through.  Such  storms,  or  even  errant  backhoes, 
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" it  occurred  to  me  that  I  have  paid  con¬ 
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$2,295 
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LEADING  CHANGE 


model  that  simulated  the  business.  One  by  one,  team  mem¬ 
bers  fed  their  business  proposals  into  the  model,  and  one  by 
one  the  proposals  crashed.  “It  was  interesting,”  says  Tirey. 


“Each  had  a  piece  of  the  puzzle,  but  none  had  the  whole 
thing.”  As  they  realized  this,  the  team  members  were  able  to 
put  together  a  plan  that  reflected  the  bigger  picture. 

Diehl’s  team  decided  to  divide  the  Mint  into  three  strategic 
business  units  (SBUs)  that  reflected  its  different  customers. 
(Before,  it  wasn’t  really  organized  at  all.  It  was  just  one 
inchoate  mass.)  The  first  SBU  was  circulation,  which  made 
coins  for  its  one  and  only  customer,  the  Federal  Reserve  Bank. 
Then  there  was  the  collectible  coins  division.  Finally,  there 
was  The  Office  of  Protection,  responsible  for  safeguarding  all 
the  money  and  bullion  of  the  Mint,  as  well  as  federal  gold 
reserves  at  Fort  Knox,  Ky.  Each  SBU  now  has  its  own  sales, 


marketing,  procurement  and  accounting  departments,  and 
the  two  coin  SBUs  split  the  manufacturing  facilities.  The 
reorganization  allows  Mint  workers  to  build  a  deeper  exper¬ 
tise  in  one  particular  line  of 
business  rather  than  having  to 
know  a  little  about  many  dis¬ 
parate  projects.  For  example, 
the  numismatics  marketers  need 
channel  and  brand  management 
skills,  something  not  as  neces¬ 
sary  to  circulation  employees. 

“What  this  new  org  chart 
says  is,  ‘You  are  in  charge  of  this 
product,’”  says  Diehl.  “It  increases  accountability  all  way 
down  the  chain  of  command.” 

Sparing  No  Change 

Diehl  and  his  managers  were  ready  to  start  implementing  the 
changes  by  1998,  but  the  plan  was  more  than  just  a  redrawn 
org  chart.  Among  other  things,  it  required  some  people  to 
reapply  for  their  jobs  and  others  to  be  hired  for  new  positions, 
like  new  product  development  and  channel  management.  It 
also  completely  overhauled  the  lines  of  reporting.  That  would 
be  enough  change  in  a  year  for  many  companies,  but  it  was 
just  a  quarter  of  what  the  Mint  braved  in  1998. 


Planning  was  a  very  tricky  political 

ess,  and  its  crucial  to  the  success 
oduct. 


-PHILIP  DIEHL,  DIRECTOR,  U.S.  MINT 
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Theft  Vandalism.  Espionage.  Accountability. 


You've  got  a  lot  to  worry  about.  The  first  step  in  safeguarding 
your  vital  information  is  securing  who  has  access  to  your  proper¬ 
ty,  and  when.  Hirsch  offers  a  full  line  of  security  management 
systems  to  meet  individual  needs,  from  single-door  controllers  to 
MOMENTUM™,  Hirsch’s  complete  Enterprise-Class  solution 


that  can  scale  up  to  cover  multiple  sites  around  the  globe. 
More  and  more  facilities  are  choosing  to  put  their  door  access 
control  systems  on  the  corporate  LANAVAN  and  controlling 
hundreds  of  doors  for  thousands  of  users. 
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Giant  project  number  two  was  a  10-year,  $40  million  soft¬ 
ware  installation,  implemented  in  fast-forward  speed.  Diehl, 
along  with  several  executives  including  CIO  Jackie  Fletcher, 
had — simultaneously  with  the  reorganization  discussions — car¬ 
ried  forward  a  plan  to  fix  with  the  Mint’s  information  systems 
to  allow  Mint  employees  to  get  at  the  data  imprisoned  in  leg¬ 
acy  mainframe  systems  and  to  ensure  Y2K  compliance.  In  late 
1997  they  decided  that  nothing  short  of  a  full-blown  ERP  instal¬ 
lation  would  do  the  job.  (ERP,  or  enterprise  resource  planning, 
is  a  monolithic  type  of  software  that  is  used  by  all  departments, 
such  as  FIR,  finance  and  operations.  Since  the  software  is  inte¬ 
grated,  the  departments  can  more  easily  share  information.  The 
Mint  chose  PeopleSoft  Inc.’s  ERP  package.)  But  since  the  gov¬ 
ernment-mandated  deadline  for  Y2K  compliance  was  October 
1998,  and  the  ERP  project  was,  in  large  part,  the  Mint’s  com¬ 
pliance  plan,  the  ERP  group  had  12  months  to  install  its  soft¬ 
ware.  If  it  succeeded,  it  would  hold  a  world  speed  record  for 


ERP  installation.  The  project,  dubbed  Coins  (for  consolidated 
information  systems),  would  eventually  eat  up  the  time  of 
nearly  one-third  of  the  staff  at  the  Mint’s  D.C.  headquarters. 

Diehl  admits  that  it  was  a  stretch  to  launch  those  two  proj¬ 
ects  simultaneously.  But  on  top  of  that,  the  Mint  also  shot  off 
its  two  biggest  product  launches  in  decades.  One  was  the  50- 
state  quarter  program,  which  will  mint  a  coin  in  honor  of  each 
state.  The  Mint  will  release  five  quarters  a  year  that  feature 
reverses  (tails)  designed  by  each  state. 

The  Mint  was  also  in  the  heavy  planning  stages 
for  the  new  dollar  coin,  slated  to  appear  in  January 
2000.  “The  planning  was  a  very  tricky  political  pro¬ 
cess,  and  it’s  crucial  to  the  success  of  the  product,” 


says  Diehl,  particularly  since  the  coin  replaces  the  Susan  B. 
Anthony  dollar,  much  maligned  for  its  design. 

“We  laid  those  four  projects  on  top  of  the  everyday  run¬ 
ning  of  business,”  says  Diehl.  “By  the  end  of  the  year,  people 
had  their  tongues  hanging  out.” 

Both  product  launches  demanded  that  Diehl  spend  even 
more  of  his  time  on  Capitol  Hill,  building  consensus  and  mak¬ 
ing  deals.  Mitchell  stepped  forward.  “Wisely  or  not,  I  volun¬ 
teered  to  head  up  Coins,”  says  Mitchell,  who,  having  imple¬ 
mented  systems  before,  had  an  inkling  of  what  lay  before  him. 
“It  was  a  crazy  process,”  he  says.  “I  look  back,  and  I’m  still 
amazed  by  it.” 

The  ERP  group,  which  comprised  both  technical  and  func¬ 
tional  employees,  moved  to  separate  quarters  down  the  street. 
Backed  by  Diehl,  Mitchell  chose  the  best  and  brightest  from 
the  Mint  for  Coins.  They  reported  to  the  Coins  project  man¬ 
agers  for  the  duration  of  the  implementation.  According  to 
Michael  Zuckerman,  who  was  project  leader  for 
the  functional  group  working  on  Coins,  part  of  the 
complexity  of  the  undertaking  was  that  it  really  was 
four  projects:  ERP  software  modules  for  finance, 
manufacturing  and  distribution,  with  hooks  to  the 
new  marketing  system.  Zuckerman,  working  with 
Fletcher,  who  led  the  technical  part  of  Coins,  set  up 
“bull  pens,”  or  open  spaces,  for  each  of  the  mod¬ 
ule  groups  to  gather  in  as  a  team  and  brainstorm 
ideas  and  solutions.  Replacing  cube  space  with  a 
large  communal  space  helped  get  the  work  done, 
says  Zuckerman.  Since  Coins  project  staff  were 
working  70-  to  80-hour  weeks,  they  needed  all  the 
help  they  could  get.  Fletcher  says  that  beyond  giv¬ 
ing  her  people  the  tools  to  do  their  jobs,  and  help¬ 
ing  them  to  understand  their  role  in  the  implemen¬ 
tation,  she  functioned  as  a  caterer.  “I’d  throw 
parties  whenever  stress  levels  got  too  high  or  when 
we’d  met  a  deadline  and  were  proud,”  she  remem¬ 
bers.  “Pizza,  ribs,  whatever  they  wanted.  I  just 
bought  it.” 

Coins  went  live  Oct.  1,  1998,  hitting  the  origi¬ 
nal  federal  Y2K  deadline.  The  three-business  unit 
reorganization  is  finished  but  for  the  mopping  up, 
and  the  first  five  state  quarters  are  in  production. 
Zuckerman,  along  with  many  of  his  cohorts,  finally 
had  time  for  a  vacation.  He  took  two  weeks  around 
the  holidays,  but,  he  admits  with  a  smile,  “It  took 
a  whole  week  just  to  feel  like  a  person  again.” 

It’s  been  a  wild  five  years  at  the  Mint,  and  executives  there  are 
obviously  proud  of  the  job  their  employees  have  done,  pointing 
out  repeatedly  that  the  credit  for  their  minty  fresh  new  organi¬ 
zation  belongs  to  everybody.  Diehl  says  he  wishes  he  could  take 
the  credit  for  being  a  visionary,  but  that’s  just  not  the  way  it  was. 
“In  retrospect,  it  sounds  like  we  had  a  grand  scheme,”  he  says. 
“But  nothing  could  be  further  from  the  truth.  We  just  tackled 
one  task,  and  it  led  to  others.  It  was  like  pulling  a  thread  on  a 
brand-new  tie;  before  long,  you  have  it  unraveled.”  BE! 

Senior  Editor  Carol  Hildebrand  can  be  reached  via  e-mail  at 
cjh@cio.com. 


“it  was  a  crazy 
process .  I  look 
back,  and  I'm 
still  amazed 
by  it.  ” 

-JOHN  MITCHELL, 

DEPUTY  DIRECTOR,  U.S.  MINT 
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The  new  COBOL. 


Which 
came  first? 

Ask  CSD  (UK)  and 

they'll  tell  you  exactly  when  the 
chickens  and  the  eggs  (not  to 
mention  the  kippers,  frozen 
peas  and  other  prod¬ 
ucts  in  our  food 
chain)  got  to  or  will 
arrive  at  your 
favorite  supermarket 
or  bistro.  When  it 
came  time  to  update 
their  distribution 
software,  they 
switched  to 

ACUCOBOL-GT  because 
it  provided  open  access  to 
relational  DBMSs  from  Oracle 
and  Informix,  and  made  it  easy  to 
create  the  more  than  500  GUI 
screens  their  users  required. 

And  now  everything  is 
sunny-side  up. 


Actually,  it  never  went  away. 

There  are  more  lines  of  COBOL  running  than  any 
other  language,  with  billions  of  lines  added  every  year. 

And  now  with  ACUCOBOL™-GT  you  can  move  those 
applications  into  the  new  millennium  easily,  often  with¬ 
out  changing  a  line  of  your  current  application  code. 

Want  a  modem  GUI? 

Just  add  it  to  your  existing  applications  with  our 
ACUCOBOL-GT  WYSIWYG  screen  painter,  using  the 
same  “widgets”  you  find  in  VB  and  other  front-ends. 

Web  publishing? 

It’s  easiest  with  ACUCOBOL-GT.  Just  add  a  hyper- 
link  to  your  application  or 

^ P  embed  it  in  your  page,  then  have 
BY  |HjH|  M  y°ur  clients  install  our  plug-in  for 

their  Netscape  or  Microsoft  browser 
and  you’re  done. 

Relational  DBMS  access? 

Utterly  seamless  with  Acu4GL™.  It  executes 
COBOL  I/O  operations  by  invisibly  generating  SQL 
to  get  the  answers  you  need,  and  supports  identical 
source  code  across  hardware  platforms  and  RDBMSs 
including  Oracle,  Informix,  Sybase  and  SQL  Server . 

Cross-platform  capabilities? 

We  were  cross-platform  when  Java  was  still  a  bean, 
and  today  ACUCOBOL-GT  runs  applications  unchanged 
on  over  600  UNIX  and  Windows  platforms. 

Which  all  adds  up  to  the  fact  that  you  can  enhance 
your  users’  interaction  while  reusing  code  you  know  is 
reliable  because  it’s  been  running  for  years  —  your 
COBOL  code,  the  ultimate  reusable  resource.  Everyone 
from  your  maintenance  staff  to  your  CEO  will  love  it. 

There’s  more,  so  check  out  the  details  on  our  Web 
site  or  call  today  and  let  us  give  you  the  whole  story. 

It's  the  new  COBOL.  ACUCOBOL-GT. 


ACUCORP 


(800)  262-6585/(619)  689-4450 
http://www.acucorp.com 
theNewCobol@acucorp.com 


Acucorp,  ACUCOBOL,  Acu4GL,  AcuODBC  are  trademarks  of  Acucorp,  Inc.  Other  products  and  services  mentioned  are  not.  ©  Acucorp,  Inc.  1998 
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THE  NEW  WORKSPACE 


here’s  no  place  like  home. ..even  when  you’re 
at  work.  For  decades,  employees  have  latched 
on  to  their  small  patch  of  office  space  to  create  a 
miniature  retreat:  three  or  four  walls  that  they 
are  prepared  to  look  at  for  10  hours  a  day.  They 
decorate  them  with  children’s  colorful  finger 
paintings,  touching  family  photos,  humorous 
cartoon  clippings  and  postcards  from  exotic 
locations,  where— in  all  honesty— they’d  proba¬ 
bly  rather  be.  Knowing  how  employees  cherish 
their  space,  what  do  you  think  would  happen  if 
management  abruptly  announced  it  was  being 
taken  away? 

It’s  a  question  worth  asking.  As  companies 
increasingly  shuck  cubes  and  offices  in  favor  of 
alternative  work  arrangements,  such  as  hoteling 
(whereby  multiple  workers  serially  share  a  sin¬ 
gle  space),  team-oriented  offices  and  telecom¬ 
muting,  loss  of  a  dedicated  workspace  looms 
larger  in  the  corporate  landscape.  And  although 
such  trends  are  not  new,  they  are  inching  their 
way  along  a  continuum  that  leads  to  a  wholesale 
restructuring  of  the  work  environment.  The 
Alternative  Workplace  Study,  produced  in  1998 
by  the  International  Facility  Management  Associ¬ 
ation  and  LaSalle  Partners  Inc.,  found  that  the 
number  of  telecommuters  will  more  than  double 
in  the  next  three  years  and  the  number  of  people 
working  out  of  virtual  offices  is  expected  to  climb 
from  5  percent  to  11  percent.  While  the  numbers 
aren’t  large  compared  with  mainstream  office 


While  CFOs  cheer 
potential  ROI  from 
alternative  office 
schemes,  displaced  cube 
dwellers  may  be  less 
sanguine.  Here’s  how  to 
reconcile  them  to  the 
new  workplace  order. 


Reader  ROI 

IN  THIS  ARTICLE,  READERS 

will  learn 

►  The  reasons  behind  alternative 
workspaces 

►  How  cultural  issues  can 
torpedo  such  arrangements 

►  Coping  mechanisms  to  help 
employees  accept  a  new  office 


http://enterprise.cio.com 


CIO  ENTERPRISE  •  SECTION  2  /  APRIL  1  5,  1  999  67 


THE  NEW  WORKSPACE 


arrangements,  they  are  growing  fast. 

Studies  like  this  point  out  the  fact  that 
corporate  workers  are  going  mobile; 
eventually,  perhaps,  most  will  have  no 
cube  to  call  home,  opting  instead  for  alter¬ 
natives  such  as  telework  centers,  home 
offices  or  airplane  seats.  But  whatever  the 
final  workplace  picture  may  be,  it’s  clear 
that  as  companies  redesign  office  space, 
they  are  gradually  weaning  employees 
from  the  expectation  of  permanent  digs. 
Workers  may  mourn  the  loss  of  their  rec¬ 
tangle  of  permanent  space,  but  most  can 
see  the  writing  on  their  fabric-covered 
walls.  And  as  these  arrangements  flow 
toward  mainstream  acceptance,  wise 
companies  will  adopt  mechanisms  to  help 
their  employees  cope  with  the  change. 
Accepting  a  new  reality  and  embracing  it 
are  two  different  things,  after  all. 

What’s  the  Attraction? 

Since  money  lies  at  the  root  of  so  many 
business  changes,  it’s  not  surprising  to  find 
that  many  companies  have  dumped  their 
traditional  offices  to  save  on  real  estate 
costs.  Timothy  Kane,  president  and  CEO 
of  Kinetic  Workplace  Consulting  Group, 
a  Pittsburgh-based  consultancy  specializ¬ 
ing  in  workplace  integration,  points  out 
that  reducing  square  footage  can  add  up 
to  significant  savings.  “Companies  such 
as  AT&T  and  Cisco  are  seeing  that  these 
strategies  can  [trim]  by  20  to  30  percent 
the  footage  that  they  have  in  their  port¬ 
folio,”  Kane  says.  He  adds  that  at  a  com¬ 
pany  like  AT&T,  which  may  occupy  up 
to  10  million  square  feet  of  real  estate 
costing  $30  to  $35  per  square  foot,  a 
20  percent  to  30  percent  savings  adds  up 
to  very  big  numbers. 

Companies  also  use  alternative  space 
strategies  to  support  new  workstyles, 
such  as  team-based  workgroups.  For 
example,  Sapient  Corp.,  an  e-business 
management  consulting  firm  in  Cam¬ 
bridge,  Mass.,  gives  each  project  team 
of  engineers  a  room  where  they  work 
closely  for  periods  as  short  as  10  to  12 
weeks  or  as  long  as  18  months.  That 
room  belongs  to  the  group  members  for 
the  duration  of  the  project,  and  they  can 
personalize  it  however  they  want. 

Whatever  the  reasons  for  moving  to 
an  alternative  workspace  strategy,  doing 
so  will  involve  growing  pains.  The  trou¬ 
ble  is,  executives  often  leap  into  these 
projects  with  no  clear  strategy  for  deal¬ 


ing  with  employee  concerns  and  with  lit¬ 
tle  idea  of  the  effect  that  proposed 
changes  will  have  on  workplace  dynam¬ 
ics.  Unless  they  create  palliative  measures 
to  ease  employee  resistance  and  mitigate 
other  likely  effects,  companies  can  pay  a 
high  price  in  employee  turnover  and  lost 
productivity.  Moreover,  they  risk  wast¬ 
ing  the  sizable  IT  and  facility  investments 
that  are  often  required  to  support  alter¬ 
native  workplace  strategies. 

For  example,  when  TBWA/Chiat/Day 
advertising  agency  pioneered  alternative 


methods  that  reflect  the  workstyles  of 
individual  groups.  Robert  Deering,  man¬ 
aging  principal  at  the  Dallas  office  of 
Interior  Architects  Inc.,  stresses  the  impor¬ 
tance  of  understanding  how  employees 
work.  “Find  out  how  workers  utilize  their 
office  space,  how  they  interact  and  how 
they  use  technology,”  he  suggests.  “Look 
at  the  work  processes  before  conceiving 
a  [generalized]  way  of  housing  people.” 

There  are  times,  however,  when  busi¬ 
ness  executives  purposely  implement  a 
new  workplace  design  to  change  rather 


“Human  beings  have  a  sense  of  place, 
and  hoteling  violates  that.” 

-TOM  DAVENPORT,  ANDERSEN  CONSULTING 


office  design  in  the  early  1 990s,  it  discov¬ 
ered  riding  the  bleeding  edge  can  have  its 
downside.  Chiat/Day,  which  was  then 
based  in  Venice,  Calif.,  designed  an  office 
that  was  entirely  “free  address,”  where 
employees  chose  a  desk  each  day  on  a 
first-come,  first-served  basis.  But  even 
though  the  company  offered  guidelines 
on  behavior  modification  and  put  the  lat¬ 
est  in  technology  in  each  work  area,  “The 
space  didn’t  work,”  says  Kane.  The  office 
was  great  for  collaborative  design  work 
and  creative  brainstorming,  but  there 
weren’t  enough  private  areas  where 
workers  could  do  more  focused  work. 
Employee  feedback  made  it  clear  that  the 
space  didn’t  meet  their  needs,  Kane  says. 

Alternative  office  designs  fail  for  the 
fundamental  reason  that  companies  are 
making  an  investment  in  the  facilities 
planning  and  the  IT  infrastructure  to 
support  a  new  strategy — but  not  in  the 
employees  who  will  be  most  affected  by 
it.  Many  of  the  problems  that  are  natu¬ 
rally  raised  by  changing  an  employee’s 
work  environment  can  be  overcome  by 
paying  serious  attention,  rather  than  lip 
service,  to  the  employee’s  needs. 

Fitting  Spaces  to  Jobs 

Not  every  workspace  strategy  fits  every 
job  description.  Hoteling,  for  example, 
works  only  for  employees  who  are  space 
nomads  to  begin  with,  such  as  sales  reps 
and  consultants.  Companies  deriving  the 
greatest  benefit  from  alternative  work¬ 
place  strategies  employ  a  combination  of 


than  complement  how  people  work.  At 
such  times,  managers  should  make  sure 
they  first  train  employees  in  the  behav¬ 
iors  and  workstyles  required  in  the 
changed  environment. 

For  example,  Sapient’s  annual  growth 
rate  of  60  percent  to  75  percent  leaves  the 
company  with  a  constant  influx  of  new 
employees  who  may  never  have  worked 
in  the  kind  of  team-based  environment 
the  company  espouses.  To  keep  its  team 
structure  solid,  Sapient  puts  every  new 
employee  through  a  week  of  intensive 
orientation  in  the  underlying  principles 
and  modes  of  behavior  the  business  relies 
on.  The  company’s  culture  is  also  sup¬ 
ported  by  a  team  of  10  employees  whose 
job  is  to  reinforce  and  monitor  Sapient’s 
core  values.  Sapient  founders  Jerry 
Greenberg  and  Stuart  Moore,  who  are 
co-chairmen  and  co-chief  executives,  cre¬ 
ated  the  corporate  culture  group  early  on 
when  they  realized  that  cultural  issues 
would  be  integral  to  the  success  of  their 
fledgling  company. 

Coping  Mechanisms 

Offering  employees  incentives  that  ease 
the  pain  of  change  can  help  the  transi¬ 
tion  to  new  office  space.  The  renovation 
of  Xerox  Corp.’s  Square  Building  in 
Rochester,  N.Y.,  will  eliminate  30  of  the 
150  private  offices  and  shrink  the  rest. 
Meanwhile,  the  number  of  cubicle 
workspaces  will  increase  from  around 
1,200  to  1,500,  allowing  the  company 
to  move  employees  from  a  leased  facility 
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You  can  manage  my  critical  IT  projects 

around  the  clock? 

You  can  save  me  millions  a  year  in  IT 

costs? 

You  can  give  me  technical  teams  in 

Minneapolis  and  Mumbai? 

You  can  make  Forbes,  BusinessWeek, 

and  Money  take  notice? 


Prove  it! 


Syntel  can  do  all  that- and  more.  We’re  experts  in  IT 
systems  integration  and  application  management. 

Our  unique  Continuous  Workday  Model  provided 

n 

around-the-clock  performance  for  a  Fortune  100 
financial  services  client.  Completing  their  project  in 
record  time  and  realizing  a  savings  of  more  than 
$10  million  dollars  annually. 

By  outsourcing  IT  business  applications  with  Syntel’s 
IntelliSourcingSM  service,  you’ll  save  money  and  enhance 
productivity.  We  can  help  make  your  IT  operations 
smarter,  simpler,  and  better.  Let  us  prove  it  to  you. 


Call  248.619.3503  for  a  free  case  study 
or  visit  wwm.syntelinc.com/cio 


pBpp 


Consider  IT  Done® 

54!NireL 


©1999  Syntel,  Inc.  Syntel,  the  Syntel  logo  and  Consider  IT  Done  are  registered  trademarks  of  Syntel,  Inc. 


THE  NEW  WORKSPACE 


into  the  Xerox  building. 

Most  employees  have  lost  working 
space,  but  they  are  also  getting  something. 
The  old  office  setup  was  dark,  and  light 
from  the  windows  seldom  reached  the 
office  interior,  which  was  largely  inhab¬ 
ited  by  administrative  staff.  “Every  cube 
now  has  outside  lighting  coming  in,”  says 
Charlene  Stephens,  an  editorial  assistant 
who  moved  from  an  area  that  had  little 
natural  light.  “Some  people  who  were  in 
an  office  are  now  in  a  cube,  but  they’re  by 
a  window,  so  it  doesn’t  feel  like  it.” 

John  Lynch,  director  of  global  out¬ 
sourcing  at  Xerox,  moved  to  a  new  office 
that’s  about  half  the  size  of  his  old  one. 
Though  he  has  less  space,  Lynch  says  the 
move  was  positive.  “All  my  people  are 
now  on  the  same  floor,  so  I  have  much 
better  access  to  them,”  he  says.  Xerox  has 
kept  a  close  eye  on  employee  reactions  to 
the  new  space  through  surveys,  and  84  per¬ 
cent  of  the  employees  currently  rate  their 
feelings  as  “satisfied”  or  “very  satisfied.” 

The  move  from  a  dedicated  office  to 
a  hoteling  strategy  is  perhaps  the  most 
drastic  change  for  an  employee  and 
requires  the  most  creativity  by  way  of 
coping  mechanisms.  The  more  mobile  a 
worker  is,  the  more  his  or  her  morale  is 
likely  to  be  depressed  by  an  alternative 
workspace.  In  fact,  the  Alternative 
Workplace  Study  found  that  27  percent 
of  companies  where  employees  no 
longer  had  dedicated  office  space  report¬ 
ed  a  decrease  in  morale. 

Tom  Davenport,  professor  of  manage¬ 
ment  information  systems  at  Boston 
University  School  of  Management  and 
director  of  the  Andersen  Consulting 
Institute  for  Strategic  Change  in  Wellesley, 
Mass,  (and  regular  columnist  for  CIO), 
works  in  an  office  that  uses  hoteling  and 
dislikes  it.  He  calls  it  a  false  economy. 
While  Andersen  saves  money,  Davenport 
thinks  it  does  so  at  a  certain  human  cost. 
“Human  beings  have  a  sense  of  place,” 
he  says,  “and  hoteling  violates  that.”  He 
also  complains  that  employees  who  hotel 
tend  to  feel  disconnected  from  their 
coworkers  and  neighboring  workers 
because  the  nearby  cast  of  characters 
changes  with  each  office  visit. 

Lor  strategies  like  hoteling  to  work, 
experts  say  companies  must  provide 
methods  that  help  their  mobile  employ¬ 
ees  cope  with  feelings  of  isolation  and 
rootlessness.  Lranklin  Becker,  director  of 


Office 

A  glossary  of  space-age 


When  cubicles  were  created  in  1968  by  Robert  Propst,  a  designer  at  Herman 
Miller  Inc.  in  Zeeland,  Mich.,  they  seemed  the  perfect  privacy  solution  for 
the  then-standard  open  “bullpen”  office  areas.  But  as  cubicles  gained  noto¬ 
riety  for  their  bland  and  boxy  nature,  critics  began  to  lambaste  them  as  demoralizing  to 
workers  and  inefficient  in  their  use  of  space.  Trends  toward  team-based  working  envi¬ 
ronments  and  open  office  areas  have  spurred  some  companies  to  explore  alternatives. 
Read  on  for  a  glossary  of  new-age  workspace  lingo. 

■  Free  range:  Workspaces  that  are  available  to  anyone  in  the  company  on  a  first- 
come,  first-served  basis— no  reservations  required. 

■  Group  address:  Unassigned  team  spaces  designed  for  use  by  project  teams  and 
other  groups. 

■  Home  office:  The  most  common  form  of  telecommuting,  in  which  employees  work 
at  home  one  or  more  days  per  week. 

■  Hot  desking:  Open  office  spaces  with  easily  movable  furniture  and  partitions  that 
support  on-the-spot  group  meetings  or  quickly  assembled  individual  work  areas. 

■  Hoteling:  A  system  whereby  unassigned  workspaces  are  reserved  for  certain 
blocks  of  time— usually  facilitated  by  a  “concierge.”  This  strategy  is  effective  only 
when  used  by  employees  who  are  out  of  the  office  more  than  50  percent  of  the  time 
(for  example,  consultants  and  sales  reps). 

■  Huddle  spaces:  Areas  such  as  cybercafes,  which  are  designed  for  informal  meetings, 
chance  encounters  and  work  breaks  to  foster  idea  exchange  and  communication. 

■  Learning  spaces:  Rooms  that  provide  a  traditional  classroom  environment  or  a 
space  for  interactive  learning  experiences. 

■  Permanent  assigned:  The  traditional  situation  of  one  workspace  being  assigned 
solely  to  a  single  employee  or  group  to  support  individual  or  collaborative  work. 

■  Shared  assigned:  Two  or  more  employees  are  assigned  to  the  same  workspace 
and  figure  out  a  schedule  to  use  the  area  at  different  times. 

■  Telecenters:  Business  centers  where  many  companies  rent  space  for  their  employ¬ 
ees.  Centers  are  equipped  with  receptionists,  clerical  help,  e-mail  and  voice  mail. 

■  Tenant  space:  Group  spaces  that  are  rented  for  projects  where  employees  will  be 
working  together  for  a  short  but  intense  period. 

■  Videoconferencing  rooms:  A  room  specially  designed  to  support  the  lighting, 
acoustic  and  other  special  technological  requirements  of  group  communication. 

■  Virtual  office:  Employees  who  are  constantly  on  the  move  carry  their  offices  with 
them.  Laptops  and  various  telecommunications  services  allow  mobile  workers  to 
connect  to  the  central  office  from  virtually  any  location.  -D.  Duffy 
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If  You  Can't  Manage  Your  TCO  Today... 
We’d  Hate  To  Be  In  Your  Shoes  Tomorrow! 


Managing  your  Total  Cost  of  Ownership  (TCO)  is  more  than 
a  "catch  phrase"  —  it's  a  necessity.  And  the  best  CFOs 
and  CIOs  understand  that  the  best  way  to  lower  TCO  is 
through  effective  asset  management.  Not  asset  tracking,  but 
asset  management  that  includes  contract  management, 
procurement  management  and  portfolio  management.  Only 
one  software  provides  all  of  these  capabilities  today.., 
AssetCenter  from  Peregrine  Systems  . 

Call  us  and  find  out  what  companies  like  Shell  Services 
International,  NationsBank  and  Mercedes  Benz  already  know. 
AssetCenter,  the  best  way  to  manage  your  TCO! 

FREE  CD  -  Call  us  today! 


\ 


M  1 


x 


SYSTEMS 

The  Infrastructure  Management  Company” 

World  Headquarters  •  12670  High  Bluff  Drive  •  San  Diego,  CA  92130  •  1-800-632-6347  ext.  222  *  www.peregrine.com 


Peregrine  Systems  is  a  registered  trademark  and  AssetCenter  and  the  infrastructure  Management  Company  are  trademarks  of  Peregrine  Systems,  inc.  Ail  other  products/tradenames  may  be  registered  trademarks  or  trademarks  of  their  respective  companies. 


THE  NEW  WORKSPACE 


Cornell  University’s  International  Work¬ 
place  Studies  Program,  points  out  that 
there  can  be  a  great  deal  of  social  isola¬ 
tion  for  individuals  who  spend  significant 
time  away  from  the  office.  “Companies 
have  to  put  in  other  support  structures, 
like  requiring  that  everyone  comes  in  on 
a  Friday,  just  to  be  in  the  office  and  inter¬ 
act  with  people,”  he  says. 

At  Deloitte  Consulting  LLC  in  Pitts¬ 
burgh,  for  example,  the  company  created 
areas  for  social  interaction  and  casual 
meeting  places  as  part  of  its  switch  to 
hoteling.  One  popular  perk  is  a  cybercafe, 
where  harried  consultants  can  munch  on 
free  snacks  while  they  plug  in  their  lap¬ 
tops  in  a  relaxed  environment.  The  cafe 
offers  six  kinds  of  cappuccino,  Starbucks 
coffee,  fruit,  bagels  and  M&Ms  (plain  and 
peanut).  Deloitte  also  added  touchdown 
areas — scattered  groupings  of  tables  and 
comfortable  chairs  with  modem  ports 


that  people  use  for  impromptu  meetings 
or  just  to  catch  up.  The  company  even 
stopped  delivering  mail  to  employees’ 
desks,  a  move  that  fosters  chance  encoun¬ 
ters  and  socializing.  Employees  who  now 
have  to  walk  to  the  mailroom  to  get  their 
mail  often  get  a  chance  to  meet  and  catch 
up  with  coworkers. 

Private  Space 

The  trend  in  office  design  is  clearly 
toward  more  open  areas  and  less  per¬ 
sonal  ownership  of  space,  which  creates 
some  significant  privacy  issues  for 
employees.  For  example,  when  employ¬ 
ees  move  from  private  offices  to  a  team 
area  or  an  open  cubicle  setup,  they  need 
to  learn  new  working  behaviors — like 
keeping  the  noise  level  down.  Companies 
don’t  always  take  these  factors  into  con¬ 
sideration  when  redesigning  an  office 
space.  The  key  to  team  spaces  is  to  keep 


them  small,  or  companies  risk  a  return  to 
the  open  bullpen  environments  of  the 
’40s  and  ’50s.  “Organizations  that  have 
taken  down  walls  and  thrown  people 
together  are  lousy,”  says  Mike  Brill,  pres¬ 
ident  of  the  Buffalo  Organization  for 
Social  and  Technological  Innovation 
Associates  (BOSTI)  based  in  Buffalo, 
N.Y.  “Teams  don’t  work  in  the  open. 
They  work  in  an  enclosed  team  space 
where  they  are  free  from  outside  noise.” 
To  do  otherwise  is  “a  total  misreading  of 
what  group  work  is,”  says  Brill. 

Giving  employees  privacy  need  not  be 
complicated.  At  Sapient,  employees  can 
use  telephones  that  have  been  placed 
outside  the  team  rooms  for  times  when 
they  need  to  make  a  private  call. 

Companies  should  also  encourage 
employees  to  create  their  own  standards 
of  behavior  when  sharing  office  space. 
Team  members  at  Sapient  often  institute 
rules  that  allow  people  to  have  time  when 
they  can  focus  without  being  asked  ques¬ 
tions.  A  rule  might  stipulate  that  if  an  engi¬ 
neer  is  wearing  a  baseball  cap  or  has  head¬ 
phones  on,  he  or  she  cannot  be  disturbed. 

For  years  the  private  office  has  been 
more  than  a  place  to  work;  it  has  been 
a  status  symbol.  Once  an  employee 
reached  a  certain  rung  on  the  corporate 
ladder,  one  of  the  trappings  of  that  posi¬ 
tion  was  a  private  office  with  the  most 
coveted  of  features:  a  door.  In  the  future, 
not  only  will  employees  be  stripped  of 
their  personal  offices,  it  is  quite  likely 
that  they  won’t  have  an  office  to  go  to  at 
all.  And  many  analysts  predict  that  in  the 
not-so-distant  future,  most  white-collar 
workers  will  be  entirely  mobile.  Instead 
of  spending  time  in  a  corporate  office, 
they  will  work  alongside  employees  from 
other  companies  in  telecenters  that  are 
equipped  with  faxes,  copiers,  computers 
and  administrative  help. 

As  companies  progress  along  this 
continuum,  different  iterations  of  the 
increasingly  mobile  workspace  are 
bound  to  develop.  Organizations  that 
want  to  navigate  the  new  workspace  suc¬ 
cessfully  will  have  to  worry  about  more 
than  keeping  up  with  the  latest  trends  in 
office  design.  It  is  their  responsibility  to 
ensure  that  employees  are  prepared  to 
face  those  trends  as  well.  EEI 


Staff  Writer  Daintry  Duffy  can  be 
reached,  at  dduffy@cio.com. 


Hoop  Dreams 

One  company  brings  basketball  into  the  office — 
and  shoots  and  scores 

Integrating  athletic  facilities  into  the  office  space  is  a  growing  trend  among 
companies  that  are  trying  to  lure  today’s  free-agent  employees,  but  few  have  taken 
the  unique  spin  on  this  phenomenon  chosen  by  Cignal  Global  Communications  Inc., 
an  international  telecom  carrier  in  Cambridge,  Mass. 

When  Cignal  founders  Andrew  Perlman,  23,  and  Mark  Land,  24,  first  looked  at  their 
office  space,  they  found  an  18-foot  by  40-foot  room  with  a  lofty  22-foot  ceiling  filled  with 
natural  light  from  high  windows  at  the  top.  The  room  would  look  strange  as  a  private 
office,  and  it  didn’t  seem  functional  as  an  open  workspace  either.  When  their  real  estate 
agent  jokingly  suggested  turning  it  into  a  basketball  court,  a  mental  light  bulb  flicked  on. 

Realizing  that  the  building  management  might  not  approve  of  a  basketball  court  in 
the  middle  of  an  office  space,  Perlman  and  Land  had  the  contractors  soundproof  the 
floors  and  insulate  the  walls  to  cut  down  on  distracting  game  rumble.  They  also  put  in 
safety  glass  windows  for  spectators  to  watch  impromptu  pickup  games.  At  the  advice 
of  a  lawyer,  they  covered  the  windows  with  safety  netting  so  that  a  bad  bounce 
wouldn’t  send  a  ball  bouncing  onto  the  busy  Cambridge  streets. 

The  court  has  become  much  more  than  a  place  for  stressed  employees  to  blow  off 
steam.  The  company  also  convenes  client  strategy  sessions  between  the  hoops. 
Perlman  points  out  that  when  the  group  is  stuck  on  a  particular  problem,  having  the 
basketball  hoop  can  give  an  added  boost  to  the  group’s  creativity— though  not  without 
a  price.  Stray  shots  can  play  havoc  with  laptop  computers  and  send  soda  cans  careen¬ 
ing  across  the  table,  ~’ut  Perlman  shrugs  it  off  as  part  of  the  fun.  “When  the  boss 
throws  a  few  shots  th  v;  don’t  hit...what  are  you  going  to  do?”  he  asks.  -0.  Duffy 
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In  any  organ ization-from  the  simplest  to  the  most  eomplex-a  software 
implementation  should  not  disturb  the  natural  balance  of  enterprise 
wide  operations.  It  should,  however,  offer  a  solution  that 
stimulates  growth  and  increases  productivity.  It  is  this 
level  of  understanding  that  sets  DataStudy  apart. 


Our  situation  is  unique-we’re  able  to  offer  you 

the  expertise  of  larger  firms... at  a  fraction 

ol  the  cost  and  in  a  fraction  of  the  time. 

We  do  so  with  an  implementation 

gi;  1 

methodology  that  defines  deliverables 

up  front  and  concentrates  on  small, 

manageable  tasks  that  generate 

immediate  results.  At  the  same 

time,  however,  we  stay  focused 

on  our  ultimate  goal  of  an 

enterprise-wide  solution. 

And  a  wide  range  of  other 

services  and  offerings- 

including  project  manage- 

.  tnent,  re-engineering, 

software  design  and 

ilMPf  customization,  upgrade 

support,  efficiency  tuning 

and  training  for  our 

clients-delivers  even 

greater  value. 


The  buzz  in  todays 
corporate  world  is  that 
DataStudy  understands 
the  “big  picture”  on 
software  implementation 
like  no  other  firm.  Contact 
us  at  877.402.7804  or 
www.datastudy.com  for  a 
taste  of  what  we  can  do  for  yo 


'ATASTUDY, 


Parsippany,  NJ  •  Irvine,  CA  •  Chicago,  IL  •  Atlanta,  GA 
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IN  A  PLACE  LIKE  THIS,  THERE  ARE  A  FEW  THINGS  YOU  COULD  USE. 


Rope- 


Boots. 


Nothing  else  matters  until  your  basic  needs  are  met.  However,  it's  easy  to  overlook  obvious  answers 
to  your  information,  technology  problems.  Our  objectivity  can  help.  It  already  has  for  four  out  of  five  of  the 
world's  largest  companies.  When  it  comes  to  running  the  applications  that  run  your  business,  we  never 
stop  asking  what  do  you  need  most?  app)  j 


TURNING 


KNOWI  FDGF  INTO  PROFIT 


Grow  Your  Own  Consultants 

Using  in-house  consultants  helps  retain  all  the  intellectual  capital 
a  project  generates.  But  beware:  Many  of  these  efforts  fail. 

BY  RICK  SWANBORG  AND  BOB  RECK 


TO  HEAR  MADDOG,  AN  OLD  COLLEGE  BUDDY, 
tell  it,  a  weekend  of  canoeing  on  Maine’s 
Moosehead  Lake  sounds  seductively  simple:  pad¬ 
dle  a  little,  drink  a  beer,  get  a  tan.  But  what 
appears  to  be  easy  can  turn  out  to  be  complex  and 
even  dangerous.  It’s  not  until  you  find  yourself  trudging  a  mile 
with  a  canoe  on  your  head  through  12  inches  of  snake- 
infested  mud  and  a  cloud  of  black  flies  that  the  truth  emerges. 

Establishing  an  internal  consulting  group 
is  much  like  the  Maddog  experience — 
an  enticing  but  potentially  perilous 
trek.  The  lure  of  building  an 
internal  consultancy  to  support 
the  needs  of  a  large  corpora¬ 
tion  are  many.  But  before 
you  pick  up  your  paddle,  be 
forewarned  that  it’s  an  effort 
fraught  with  risk:  About 
half  of  all  internal  consult¬ 
ing  groups  don’t  succeed. 

Internal  Consulting’s 
Promise — and  Perils 

If  our  friend  Maddog  were  try¬ 
ing  to  talk  you  into  launching  an 
internal  consulting  group,  he’d  have 
plenty  of  convincing  arguments  on  his  side. 

Who  wouldn’t  want  a  permanent  cadre  of  bright  and 
skilled  staff  available  to  focus  their  brainpower  on  the  busi¬ 
ness’s  most  pressing  problems?  And  how  many  CFOs  would 
object  to  slashing  the  budget  for  external  consultants,  given 
that  maintaining  internal  talent  usually  costs  far  less? 

Internal  consultants  would  not  only  know  the  business  bet¬ 
ter  but  possess  greater  loyalty  to  and  understanding  of  the 
company’s  culture,  systems,  processes,  structure,  products  and 
customers.  They’d  have  an  established  network  of  relation¬ 
ships  and  know  how  to  get  things  done  quickly.  And  at  the 
end  of  their  assignment  the  intellectual  capital  accumulated 
from  the  project  wouldn’t  walk  away  with  the  hired  guns — 
nor  would  corporate  secrets  and  proprietary  knowledge  wind 


up  in  the  hands  of  competitors  who  later  hire  the  same  con¬ 
sultants.  With  some  training  and  on-the-job  experience,  inter¬ 
nal  consultants  could  broaden  their  skills  and  contribute  to 
many  departments.  Once  they  establish  a  track  record,  they 
may  even  be  able  to  lead  the  company  through  many  of  the 
vital  changes  it  needs  to  make  in  order  to  grow  and  compete. 

One  of  the  chief  inspirations  for  establishing  an  internal 
consulting  group  is  the  caliber  of  companies  that  have  stand¬ 
ing  internal  consulting  groups,  among  them  AT&T  Corp., 
Carrier  Corp.,  Dow  Corning  Corp.,  Fidelity  Investments, 
General  Electric  Co.,  The  Gillette  Co.,  Johnson  & 
Johnson,  Sun  Life  Assurance  Co.  of  Canada  and 
Xerox  Corp.  The  groups  range  in  size  from  1  or 
2  people  to  a  staff  of  more  than  100.  Several 
companies  have  multiple  internal  groups. 
Groups  may  focus  on  a  narrow  range 
of  skills,  such  as  information 
systems  development  or  man¬ 
ufacturing,  or  contain  gener¬ 
alists  able  to  jump  in  wher¬ 
ever  they’re  needed — or  a 
mix  of  both.  The  range  of 
assignments  is  usually  broad 
and  may  include  formulating 
the  most  sensitive  of  strategies, 
supporting  deal  making,  focus¬ 
ing  on  information  systems  or  con¬ 
tributing  to  business  process  reengineering  and 
change  initiatives. 

Many  of  these  in-house  consulting  groups  have  achieved 
results  that  brand-name  consultants  would  be  proud  to  claim. 
In  its  first  year  of  operation,  for  example,  a  group  of  consul¬ 
tants  at  a  well-known  manufacturing  company  amassed  a 
remarkable  record:  It  reduced  inventories  by  $1.25  million, 
improved  one  department’s  productivity  by  60  percent, 
reduced  cycle  times  in  one  operation  by  50  percent,  paved  the 
way  for  extensive  overhaul  of  the  company’s  core  information 
systems  and  improved  service  to  the  company’s  distributors 
and  retail  customers  through  faster  response  to  problems. 

So  why  do  internal  consulting  groups  fail?  One  reason  is 
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Knowledge  Management  Question  #2 
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Why  don't  f  ish 


close  their  eyes 


when  they  Sleep? 


If  there's  an  answer  in  your  enterprise, 
Dataware  Technologies  will  find  it. 

The  knowledge  in  your  enterprise  drives  business  strategy.  So  as  your  business 
moves  forward,  it  is  important  to  link  the  decision  makers  in  your  enterprise 
directly  to  the  knowledge  that  resides  in  the  company.  For  over  ten  years, 
Dataware®  Technologies  has  been  doing  just  that  -  helping  businesses  meet  the 
expectations  of  senior  management  by  giving  end-users  access  to  the  knowledge 
they  need,  thereby  increasing  the  overall  value  of  your  enterprise  knowledge. 
Dataware  Technologies  provides  the  most  complete  software  solutions  available 
for  capturing,  managing,  and  sharing  all  your  organization's  knowledge  assets. 
Dataware  links  you  to  the  knowledge  and  the  people  that  have  that  knowledge 
in  your  organization,  saving  you  time  and  money.  Our  building  block  approach 
allows  you  to  implement  a  Knowledge  Management  solution  in  manageable 
steps,  immediately  connecting  your  people  to  the  knowledge  they  need. 


Link  yourself  to  the  answer  to  the  above  question,  and  receive  our 

free  Executive  White  Paper  "7  Steps  To  Implementing 

Knowledge  Management  In  Your  Organization",  by  visiting  our  web  site 
at  www.dataware.com/fish  today.  Or  call  us  at  1 .800.229.8055 
for  more  information  on  Dataware. 
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WWW.DATAWARE.COM/FISH 

Linking  People  to  Knowledge 

A 
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USA  One  Canal  Park,  2nd  floor  Cambridge,  MA  02141  1.800.229.8055 

1/Europe/Asia  Keaton  House,  Widewater  Place  Harefield,  Middlesex,  UK  UB9  6NS  +44-1895-827200 

I  *1998  Dataware  Technologies.  All  Rights  Reserved.  Dataware  is  a  registered  trademark  and 

TeamDataware  is  a  trademark  of  Dataware  Technologies.  All  other  trademarks  contained 
herein  are  the  property  of  their  respective  owners.  Offer  subject  to  change  without  notice. 
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Intellectual  Capitalism 


that  the  managers  who  launch  an  inter¬ 
nal  group  underestimate  the  challenges 
of  consulting  (see  “Danger  Zone,” 
below).  Merely  changing  a  group’s  name 
and  declaring  a  new  mission  does  not 
produce  a  capable  and  functioning  con¬ 
sulting  group.  In  order  to  thrive,  a  group 
must  zero  in  on  what  prospective  cus¬ 
tomers  want  from  consultants,  develop 
professional  competencies  to  meet  those 
needs  and  market  its  capabilities  to  inter¬ 
nal  business  clients. 

Focus  on  Customers 

Understanding  why  customers  buy  con¬ 
sulting  services  may  help  you  clarify 
which  services  your  group  could  suc¬ 
cessfully  provide.  Often,  clients  can’t  find 


the  resources  within  their  own  depart¬ 
ment  to  accomplish  a  critical  project 
within  a  time  frame — and  hire  consul¬ 
tants  to  do  the  job  quickly  and  cost- 
effectively.  Others  want  people  with  tal¬ 
ent  for  creative  analysis  who  can  offer  a 
second  opinion  on  a  business  situation 
or  bring  a  fresh  perspective  to  solve  a 
problem.  Some  are  after  skilled  workers 
to  provide  professional  support  systems 
integration,  project  management  or 
auditing.  Still  others  hire  consultants  as 
change  agents,  individuals  who  can  act 
as  unbiased  change  managers. 

Find  out  what  services  your  prospec¬ 
tive  customers  really  want  and  need. 
Might  they  go  to  an  outside  firm  for  that? 
Why?  Could  you  offer  a  better  alterna¬ 


tive?  Interviews  with  key  prospects  and 
customer  focus  groups  will  help  deter¬ 
mine  the  demand  for  your  group’s  ser¬ 
vices.  If  your  customers  want  canoeists 
to  paddle  across  a  placid  lake,  and  you 
are  grooming  them  to  handle  Class  4 
rapids,  then  you  need  to  realign  your 
objectives  with  business  requirements. 

Consulting  Competencies 

Knowing  what  your  clients  want,  how¬ 
ever,  won’t  guarantee  smooth  paddling 
for  your  internal  consulting  practice  if 
you  don’t  staff  it  with  the  right  people. 
In  fact,  many  consulting  groups  fail 
because  they  appoint  staff  from  business 
functional  groups  assuming  they  will  be 
good  consultants.  Good  functional  skills 


FUZZY  FOCUS  The  lack  of  a 
clear  strategy  for  a  new  consult¬ 
ing  group  will  frustrate  your 
staff  and  confuse  your  cus¬ 
tomers.  Be  sure  you’ve  analyzed 
and  answered  questions  such 
as,  What  do  your  customers 
want?  How  should  you  bill?  Will 
you  accept  long-term  projects? 
Will  you  compete  against  exter¬ 
nal  consulting  enterprises?  Will 
you  conduct  research? 

ABSENCE  OF  SENIOR 
MANAGEMENT  SUPPORT 

Without  senior  management 
backing,  internal  groups  strug¬ 
gle  for  recognition,  work  and 
projects  that  match  their  capa¬ 
bilities.  This  frustration  can  lead 
to  talent  erosion  as  skilled  staff 
leave  the  group  for  other  com¬ 
pany  jobs. 

NEGLECTING  THE 
MARKETING  EFFORT  Many 
look  upon  internal  marketing  as 
an  unnecessary  expense,  but  it 
is  critical forestablishingyour 
presence  and  selling  your 


DANGER  ZO NE 


Eight  stumbling  blocks  to  in-house 
consulting  success 


organization.  External  consult¬ 
ing  groups  spend  25  percent  to 
50  percent  of  total  revenue  on 
marketing  and  sales. 

- '  - ...  /•*  .. 

MISMATCHED  SKILLS  Do 

you  have  the  right  people  for 
the  job?  Most  good  consultants 
are  extremely  sociable,  can 
exert  influence  even  without 
authority  and  are  comfortable 
with  change.  Not  everyone  in 
your  organization  will  possess 
these  traits— nor  will  they  all 
want  to  be  consultants. 

MEAGER  INCENTIVES  The 

entrepreneurial,  problem- 
focused,  high-achieving  people 
attracted  to  consulting  are 
often  driven  by  financial  incen¬ 
tives.  In  exchange  for  high 
salaries,  most  are  willing  to  put 
up  with  endless  travel,  long 
hours  and  tough  client  situa¬ 
tions.  However,  matching  these 


rewards  and  demands  in  an 
internal  consultancy  can  con¬ 
flict  with  human  resource  poli¬ 
cies.  With  partner  salaries  in 
external  consultancies  above 
$300,000  and  annual  salary 
increases  for  top  performers  of 
25  percent  or  more,  the  cost  of 
retaining  talented  people  inter¬ 
nally  may  be  prohibitive. 

INSUFFICIENT 
INVESTMENT  Companies 
with  internal  consultants  must 
invest  in  those  assets  to  enable 
them  to  add  value.  A  major 
manufacturer  expects  its  inter¬ 
nal  consultants  to  spend  about 
13  percent  of  theirtime  on 
enrichment  learning  activities. 
This  ensures  that  intellectual 
capital  is  fresh  and  relevant.  If 
internal  consulting  groups 
don’t  invest  in  this  ongoing 
development,  they  can’t  com¬ 
pete  with  outside  consultants 


and  won’t  add  the  kind  of  value 
their  company  needs. 


BIAS  FAVORING 
OUTSIDERS  There’s  a  com¬ 
mon  saying  that  a  consultant’s 
value  exponentially  increases 
with  the  distance  between  the 
home  office  and  the  client  loca¬ 
tion.  The  reverse  can  hold  true 
for  internal  consultants:  If 
they’re  so  talented,  the  logic 
goes,  why  aren’t  they  working 
for  a  top  consulting  firm? 
Changing  this  perception  is 
very  difficult. 

LACK  OF  CONTROL  The  abil¬ 
ity  to  walk  away  from  work 
helps  focus  experiences  and 
build  credibility.  If  you  can’t 
price  your  group’s  services 
based  on  demand  or  reject  inap¬ 
propriate  work  (for  example, 
the  CEO  asking  IS  consultants 
to  fix  a  PC),  then  your  group’s 
reputation  and  morale  will 
plummet. 

-R.  Swonborg  and  B.  Reck 
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There  are  better  things  to  do 
than  worry  about  effectively 
executing  your  IT  strategy. 

Transitional  IT  outsourcing 
services  from  IMRglobal. 


1-877-IT  VALUE  www.imrglobal.com 


lrMgiobai 

the  power  of  vision,  the  value  of  results.'1 


Intellectual  Capitalism 


do  not  guarantee  good  consulting  skills. 
Effective  consultants  require  functional 
skills  and  softer  skills  not  usually  nur¬ 
tured  in  functional  staff.  These  include 
facilitation,  client  and  expectation  man¬ 
agement,  conflict  resolution,  creativity, 
leadership,  change  management  and 
exceptional  communication  skills. 

Consulting  organizations  that  are  suc¬ 
cessful  at  building  and  maintaining  pro¬ 
fessional  competencies  supplement  their 
formal  training  programs  with  three  skill 
development  approaches:  mentoring, 
continuous  learning  and  assignment 
rotation. 

■  MENTORING  Developing  new  con¬ 
sultants  quickly  requires  active  leader¬ 
ship  and  coaching  by  veterans.  On-the- 
job  coaching  usually  beats  formal 
education.  Some  companies  may  assign 
a  mix  of  internal  and  external  consul¬ 
tants  to  the  same  project,  capitalizing  on 
the  expertise  of  outside  consultants  by 
having  them  serve  as  mentors. 

■  CONTINUOUS  LEARNING  Good  con¬ 
sultants  never  quit  learning.  In  fact,  the 
best  consultants  treat  consulting  as  a 
learning  process.  The  kind  of  people  you 
want  to  staff  your  internal  consultancy 
won’t  follow  methodologies  that  require 
mindless  and  rote  execution  for  long; 
they’ll  leave  or,  if  allowed,  change  the 
approach.  Ask  potential  internal  con¬ 
sulting  hires  what  they  read  and  how 
often.  Look  for  people  who  enjoy  diverse 
topics  and  have  an  innate  curiosity. 

■  ASSIGNMENT  ROTATION  Consulting 
staff  should  have  an  opportunity  to 
work  in  different  business  areas,  differ¬ 
ent  consulting  practice  areas  and  with 
different  thought  leaders  to  round  out 
their  experience.  A  planned  rotation  pro¬ 
gram  will  keep  your  organization  fresh 
and  groom  staff  members  for  high- 
impact  assignments  throughout  the 
company. 

Sell  Yourself 

To  many  aspiring  internal  consulting 
organizations,  marketing  is  a  dirty  word. 
That  belief  often  leads  to  their  failure. 
Your  customers’  perception  of  your 
organization — and  your  credibility — 
will  be  influenced  by  how  well  you  mar¬ 
ket  your  organization. 

For  most  internal  consulting  organi¬ 
zations,  awareness  building  is  the  first 
step.  The  act  of  interviewing  potential 


customers  as  you  develop  your  services 
not  only  helps  you  understand  their 
needs,  but  it  also  puts  your  group  on 
their  radar  screen.  Other  marketing  vehi¬ 
cles  include  research  reports  on  key 
problems  facing  company  managers, 
newsletters  with  stories  and  testimoni¬ 
als  to  publicize  the  group’s  work,  spon¬ 
sorship  of  lectures  by  top  academics  and 
industry  gurus,  and  multiclient  pro¬ 
grams  that  bring  together  company  staff 
addressing  similar  problems.  Personal 


No  plan  is 
complete  without 
a  well-considered 
pricing  strategy. 


relationships  and  contacts,  of 
course,  help  a  great  deal  in 
the  marketing  effort. 

Managing  clients’  expec¬ 
tations  is  a  key  component  of 
any  long-term  marketing 
strategy.  It  may  be  tempting 
to  slide  into  a  project  without  clearly 
defining  the  project’s  objectives  and 
scope  or  their  involvement  and  role. 
Consulting  groups  should  document 
these  topics  in  writing  in  an  official 
engagement  letter  to  the  client.  This 
management  of  client  expectations  will 
help  prevent  sticker  shock  or  dissatis¬ 
faction  about  the  date  a  key  milestone  is 
reached. 

As  part  of  managing  expectations, 
internal  consultants  need  to  be  clear 
about  what  roles  they  will  play  in  engage¬ 
ments.  They  may  be  coaches,  advisers, 
mentors,  experts,  team  members,  partic¬ 
ipants,  problem  solvers  or  researchers. 
They  may  provide  the  methodology  the 
team  uses  or  help  develop  the  approach 
as  the  group  works.  They  may  also  act  as 
cheerleaders  and  role  models  to  others  in 
the  company.  Clarifying  the  internal  con¬ 
sultant’s  role  and  contribution  for  the 
client  is  also  critical  if  expectations  are  to 
be  well  managed. 


Finally,  no  marketing  plan  is  complete 
without  a  well-considered  pricing  strat¬ 
egy.  Recalling  the  old  adage  that  free 
advice  is  worth  what  you  pay  for  it, 
many  internal  consulting  groups  charge 
for  their  services  to  increase  their  per¬ 
ceived  value  and  recover  operating  costs. 
Some  cost-recovery  schemes  can  get 
pretty  complex,  but  group  managers  that 
charge  usually  aim  to  break  even  at  the 
end  of  the  year.  One  insurance  company 
takes  each  consultant’s  salary,  marks  it 
up  50  percent  to  cover  other  company 
expenses  and  assumes  that  the  person 
will  bill  1,000  hours  during  the  year. 
Thus  a  consultant  who  is  paid  $100,000 
will  have  $50,000  assumed  in  expenses 
for  a  total  to  recover  of  $150,000. 
Dividing  by  the  1,000  hours,  this  person 
will  charge  $150  per  hour 
for  his  or  her  work. 

Some  internal  consult¬ 
ing  groups  charge  nothing 
or  deeply  discount  their 
rates  to  stimulate  use  of 
the  group,  particularly  for 
areas  of  a  corporation 
that  are  cash  poor.  Other 
groups  work  on  fixed 
price,  cost  plus  time  and 
materials  and  value  prices. 
(For  the  value  prices 
model,  consulting  charges 
are  based  upon  a  portion 
of  revenue  generated,  costs  reduced  or 
some  other  value  metric  associated  with 
the  results  of  the  consulting  work.)  Some 
organizations  vary  the  pricing  method 
from  job  to  job.  Ultimately,  the  price  of 
your  talent  contributes  in  some  way  to 
the  perceived  value  of  your  services. 

Launching  and  sustaining  an  effective 
and  valued  internal  management  group 
isn’t  easy.  But  by  assessing  your  cus¬ 
tomers’  needs,  developing  the  compe¬ 
tencies  required  to  meet  them  and  cre¬ 
ating  a  sound  marketing  plan,  you  have 
a  chance  to  paddle  down  a  scenic  river 
and  even  enjoy  the  trip. 


Retired  canoeist  Rick  Swanborg  is 
president  and  founder  of  ICEX  and 
can  be  reached  at  swanborg@icex. 
com.  Bob  Reck  still  canoes  and  is 
president  and  founder  of  Kendall 
Consulting  Group  and  professor  at 
Babson  College.  He  can  be  reached 
at  bobreck@aol.com. 
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company ; 


every  group, 


every  individual  is  unique , 


Which  is  why  we  provide  unique  customized  training. 


If  14  years  of  experience  have  taught  us  anything,  it's  that  today's  diverse  technology  has  challenged  each  and  every  company 
—  along  with  each  and  every  employee.  And  you're  responsible  for  ensuring  that  their  training  will  meet  your  company's 
unique  needs.  ExecuTrain  understands.  So  we've  developed  a  unique  solution  called  ESP,  ExecuTrain  Solutions  Partnership. 
First,  we  get  to  know  you  and  your  company.  Then  we  custom-tailor  our  training  solutions  to  your  needs,  with  a  wide 
range  of  training  services,  from  pre-  and  post-testing  to  customized  courseware  and  more.  This,  combined  with  expert 
instructors,  CBT  and  Internet-based  instruction,  enables  us  to  develop,  deliver  and  support  training  solutions  that  fulfill  your 
company's  objectives.  And  we  consistently  deliver  this  unmatched  level  of  service  to  every  one  of  our  more  than  200  locations 
around  the  world.  So  call  us  at  8Q0-90TRAIN  ext  #34,  or  visit  our  Web  site  at  www.executrain.com/unique.  And 
discover  how  our  unique  training  can  enhance  the  performance  of  every  company,  every  group  and  every  individual. 


%  ExecuTrain. 

Computer  training  as  unique  as  you  are. 


©  1 998  ExecuTrain  Corporation.  All  rights  reserved. 


peers  and  share  ideas 


experience 


V//.  v. 


Net 

Consortium 


At  xNet  Consortium  meetings,  identify  new  models  and  methods 
of  applying  Internet  technology  for  your  business,  learn 


Join 

experience  leader 


from  industry  experts  and  network  with  peers  in  a  high-energy 
atmosphere.  Participants  share  ideas,  identify  current  best 


xNet  members  are  responsible  for  driving  their  organizations' 
intranet,  extranet  and  Internet  initiatives  and  represent  some  of 
the  leading  companies  in  the  online  world.  The  consortium  meets 
twice  a  year  and  interacts  throughout  the  year  on  a  members- 
only  xNet  Web  site. 


at  our  upcoming 
meeting 


Just  an  exclusive  group  of  Net  professionals  trying  to  make  sense 
of  it  all.  To  maintain  the  quality  and  focus  of  the  group,  only  a 
limited  number  of  companies  may  participate.  We  urge  you  to 
contact  us  immediately  at  800  355-0246.  For  additional  infor¬ 
mation,  visit  our  Web  site  at  www. do. com/xnet. 


CIO  Communications,  Inc.  •  492  Old  Connecticut  Path 
Framingham,  MA  •  01701  •  800  355-0246 


call  800  355-0246 
for  more  information  on 
membership  or  to  register 
for  the  April  event 


Networking  in 

a  New  Light: 

Extending 
Fiber  Beyona  the 
Backbone 

Fiber  or  copper?  Which  to  choose?  As  IT 
professionals  expand  their  network  or  look  for 
additional  bandwidth,  they  are  faced  with  a 
dilemma  when  choosing  premises  cabling.  Fiber 
and  copper  cable  vendors  alike  are  touting  dramatic 
advances  that  present  compelling  reasons  to  install 
one  or  the  other. They  can't  both  be  right. 

To  answer  that  question,  you  need  to  think  about 
cabling  in  a  new  light.  Join  Network  World  andThe 
Tolly  Group,  along  with  3M  and  Corning,  at  a 
dynamic,  interactive,  half-day  seminar  designed  to 
help  you  make  the  mission-critical  decisions  that 
will  improve  the  quality  of  your  network. 


1 

i 

i 

rhis  FREE  1/2  day  seminar  provides  you  with 
nsight  into  3M  and  Corning  innovations  in 
liber  technology  and  offers  these  additional 
benefits: 

Discover  the  business  advantages  of  both  fiber  and 
copper  cabling  in  today's  high-performance 
networks. 

Explore  the  cost  savings  associated  with  the  new 
‘passive  wiring  closet"  design. 

Explore  new  designs  in  fiber  optic  solutions  that 
have  fundamentally  altered  the  copper  vs.  fiber 
decision. 

Develop  a  cabling  strategy  that  will  scale  for  five  to 
ten  years. 

Ask  questions  of  John  Curtis ,  3M  and  Corning 
representatives  during  the  interactive  roundtable 
and  Q&A  sessions. 


To  register:  call  888-800-6300 
or  visit  us  on  the  web  at 

www.nwfusion.com/seminars/3m 

PRODUCED  BY: 

NetwoikWorld 


Schedule 


4/28/99  Boston 
5/6/99  Chicago 
5/6/99  Washington,  DC 
5/18/99  Dallas 


99  Atlanta 


Minneapolis 


6/15/99  San  Francisco 
6/16/99  Los  Angeles 


Keynote  ■ 

Address  by  I  Ul — ,1— 
John  Curtis  G  R  O  U 


CO-SPONSORED  BY: 

CORNING 


3M  Volition™ 

Fiber  to  the  desk.  Today. 
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I  did  the  right  thing  sending 
my  project  executives  to  the 
PL C.  I've  improved  our  project 
management  and  reduced 
,  .  attrition!  4 


It  is  so  hard  to  find 
and  develop  true 
project  leaders. 


I  know.  Keeping  the 
good  ones  is  just  as 
^  hard.  ^ 


Project  leaders  aren't  bom — they're  developed.  ABT  Corporation's  Project  Leadership 
Conference  (PLC) — June  21-23,  1999  in  Chicago — is  the  primary  training  ground  for 
tomorrow's  visionary  leaders.  Now  in  its  6th  year,  the  PLC  does  more  than  present  project 
management's  hard  and  soft  skills — it  applies  those  skills  to  the  business  issues  faced  by 
project  executives  every  day. 


Top  minds  in  business — including  Eli  Goldratt,  author  of  The  Theory 
of  Constraints  and  Critical  Chain;  Ralph  Szygenda,  CIO  of  General 
Motors;  and  F.  Warren  McFarlan,  professor  of  business  administration 
at  Harvard  University — will  show  you  and  your  project  executives 
how  to  succeed  in  the  new  "project  culture." 

Attendees  can  earn  up  to  20  PDUs*  for  participating.  For  a  brochure 
call  1-800-4-PR0JEC  or  visit  our  web  site  at  www.abtcorp.com. 


Hosted  by: 


ABTCorporation 


Media  Sponsor: 


Co-Sponsors: 


THE  MAGAZINE  FOR  INFORMATION  EXECUTIVES 


Deloitte  Consulting 


K 

KEANE 


Cap  Gemini 


Ideas  People  Technology 


♦ 

Cambridge  Technology  Partners 


*PDU — PMI's  certification  units  to  earn  or  renew  your  PMP  certification. 


TECHNOLOGY  MADE  SIMPLE 


Virtual  Desserts 


Etymology 

Where  did  the  term 
“cookie”  come  from? 
Nobody’s  sure.  Netscape 
Communications  Corp.  created 
the  first  specifications  for  Web 
cookies,  and  the  company’s 


Web  site  says  there  is  no  com¬ 
pelling  reason  for  the  name. 
Others  speculate  that  it  is  bor¬ 
rowed  from  a  Unix  software 
object  called  a  magic  cookie, 
which  has  similar  tracking 
capabilities. 


pie  above.  A  cookie  could  also  record  the  links  or  adver¬ 
tisements  that  you  click  on  and  add  that  information  to 
a  profile  of  your  interests  located  in  your  cookie  file. 
Cookies  can  remember  your  member  ID  and  password 
so  that  you  don’t  have  to  retype  them  every  time  you 
visit  a  membership  site.  Or  a  cookie  can  serve  as  a  shop¬ 
ping  cart  for  an  electronic  commerce  Web  site  so  that 
your  browser  remembers  the  items  you  wanted  to  pur¬ 
chase,  even  if  you  leave  the  site  and  return  later.  The 
point  is  to  make  the  Web  site  more  appealing  to  you,  so 
you  do  come  back  again.  If  the  pet  store’s  personalized 
greeting  gets  you  to  buy  cedar  shavings,  then  a  cookie 
just  generated  some  additional  revenue  for  the  store. 

Sounds  good.  Why  are  some  folks  up  in  arms  over  cookies? 

The  concern  is  essentially  that  the  technology  underly¬ 
ing  cookies  could  be  used  to  read  other  data  off  your 
hard  drive.  This  presents  a  security  risk.  Some  people 
also  regard  cookies  as  an  invasion  of  privacy — they 
don’t  want  their  browser  making  a  semipermanent 
record  of  every  page  they’ve  visited. 

It  is  now  possible  to  set  your  browser  to  reject  cook¬ 
ies  or  to  alert  you  when  a  Web  server  attempts  to  write 
something  to  your  cookie  file.  That  way,  when  some 
Web  site  tries  to  give  you  a  cookie,  you  can  catch  it  with 
its  hand  in  the  jar.  -Derek  Slater 


How  do  cookies  work  and  how  are  they  used? 

If  you  have  a  Web  browser  on  your  computer,  you  also 
have  a  cookie  file.  As  you  view  a  Web  page,  HTML 
code — the  language  of  the  Web — directs  the  browser 
on  your  computer  to  write  a  cookie  in  your  cookie  file, 
recording  whatever  data  the  server  specifies.  Subse¬ 
quently,  the  Web  server  can  read  your  browser’s  cookie 
file.  Each  Web  site  creates  a  separate  file  and  can  read 
only  its  own  cookies;  in  other  words,  the  pet  store 
can’t  read  a  cookie  created  by  another  site. 

Web  sites  use  cookies  for  several  reasons.  One  is  to 
gather  targeted  or  personalized  content,  as  in  the  exam- 


SAY  YOU  WANT  TO  BUY 

something  for  your  kids — 
a  fancy  hamster  wheel.  You 
visit  a  pet  store  site  on  the  Web 
and  compare  a  few  high-perfor¬ 
mance  wheels,  then  log  off. 

The  next  day,  when  you  revisit  the  site, 
you’re  met  with  a  personalized  greeting: 

“Hello  again,  Derek!  We  hope  you  have 
found  the  right  wheel  for  your  hamster.  Do 
you  also  need  a  water  bottle  or  some  smelly 
wood  shavings?” 

While  you  were  poking  around  the  four¬ 
legged  Web  pages,  the  site’s  server  stashed  a 
nugget  of  information  on  your  computer. 

That  information  is  the  “cookie.”  In  this 
case  the  cookie  included  a  record  of  your 
visit  and  the  kinds  of  information  you 
looked  at.  When  you  linked  to  the  pet 
store’s  site  on  the  second  day,  the  store’s 
Web  server  read  the  cookie  on  your  com¬ 
puter,  recognized  you  as  a  repeat  visitor 
with  an  interest  in  hamster  wheels  and  responded 
accordingly. 
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ILLUSTRATION  BY  TERRY  COLON 


and  business  begin? 


Where  does 
infrastructure  end 


This  isn't  a  trick  question.  Ideally, 
the  IT  infrastructure  —  data,  systems, 
applications  —  should  support  even  the 
most  daring  business  initiatives  from 
start  to  finish.  Realistically,  though, 
the  infrastructure  can  also  derail  them. 
And  ultimately,  you're  responsible. 

We  understand  just  how  daunting  this 
position  can  be.  So  we  provide  the 
most  comprehensive  portfolio  of 
products  and  services  to  manage  and 
improve  your  IT  infrastructure  —  from 
database  and  systems  management  to 
data  warehousing,  decision  support, 
application  lifecycle  and  Year  2000  — 
all  with  a  lot  less  risk.  Because  when 
you  can  spend  less  time  looking  back 
over  your  shoulder,  you  stay  more 
focused  on  what's  coming  up  ahead... 
where  your  business  really  begins. 
Why  not  start  right  now,  right  here? 
www.platinum.com/shine 


make 


shine™ 


data»systems»apps 


PLATINUM 

TECHNOLOGY 
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Mobil  U 


When  we  say  Unicenter®  can  manage 
anything,  anywhere,  we  mean  it. 

As  this  Formula  One  MP4/12  car 
races  along  at  speeds  in  excess  of  21 0 
miles  per  hour,  pulling  G  forces  that  rival 
a  jet  fighter  plane,  it  broadcasts  hun¬ 
dreds  of  megabytes  of  critical  telemetry 
data  back  to  the  pit  crew.  They  use  it  to 
make  split-second  decisions  that  often 
mean  the  difference  between  victory 
and  defeat. 

Unicenter  TNG®  helps  the  West  McLaren  Mercedes  race 
team — one  of  the  winningest  teams  in  Formula  One  history — 
interpret  this  vital  information  through  Unicenter  TNG’s  sophisti¬ 
cated  manager/agent  technology,  and  a  revolutionary  3-D 
interface.  Everything  that’s  happening,  from  the  pressure  on  the 
left  rear  brake  pad  to  the  downforce  of  the  chassis  set-up,  can 


be  monitored  and  managed  through 
Unicenter  TNG. 

By  looking  at  this  data  in  a  whole 
new  way,  the  West  McLaren  Mercedes 
race  team  can  now  make  smarter 
decisions  in  less  time.  In  a  business 
where  hundredths  of  a  second  can 
mean  the  world,  Unicenter  TNG  is 
making  a  difference. 

This  is  just  one  example  of  how 
Unicenter  TNG  today  is  managing  all 
kinds  of  non-IT  devices  for  all  kinds  of  organizations. 

Call  us  to  find  out  how  Unicenter  TNG  can  help  you  be 
more  competitive. 

Call  l-888-UNICENTERonrisilwww.cai.com 


Unicenter  TNG’s  Real  World  Interface ™  analyzes  critical 
performance  measures  such  as  front  and  rear  brake 
pressure  impact  on  car  speed. 


( Computer ® 
Associates 

Software  superior  by  design. 


Unicenter  TNG 
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